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CONTINUATION OF AUTHORITY FOR REGULATION
OF EXPORTS

WEDNESDAY, ABY 5, 1965

HOUE OF REPRESENTATIVES,
COMfIrrrEE ON BANKING AND CURRENCY,

Washington, D.C.
The committee met, pursuant to notice, at 10 a.m., in room 2128,

Rayburn House Office Building, Hon. Wright Patman (chairman)
presiding.

Present: Representatives Patman, Barrett, Ashley, Stephens, St
Germain, Minish, Weltner, Hanna, Grabowski, Gettys, Todd, Ottinger,
Cabell, McGrath, Hansen, Annunzio, Widnall, Fino, Mrs. Dwyer,
Halpern, Brock, Talcott, Clawson, Johnson, Stanton, and Mize.

The CHAIRMAN. The committee will please come to order.
Today we are hearing the testimony of the Secretary of Commerce,

the Honorable John T. Connor, on H.R. 7105, a bill to extend in-
definitely the Export Control Act of 1949 now scheduled to expire
on June 30, 1965. This bill would also provide for the imposition
of a new civil penalty for certain violations of the act.

The act authorizes the President to control American exports to
the extent necessary to protect the domestic economy, further our
foreign policies, and safeguard our national security. It is my under-
standing that few, if any, of our commodities are in short supply, so
the main objectives of export controls today and probably for the fore-
seeable future are national security and foreign policy. It is no ex-
aggeration to say that the Export Control Act is a most important
weapon in this Nation's cold war arsenal. We must not allow our
strategic materials, equipment, supplies, and technical data to fall into
the hands of those who would subvert our system of free enterprise
and our personal liberties.

Authority to administer and enforce export controls is expressly
vested by the act in the President who, in turn, has delegated this
responsibility to the Secretary of Commerce. And it is under that
delegated power that the Department issues the rules, regulations,
licenses, and orders pursuant to which the act is administered. This
act was first approved in 1949 for a 2-year period and extended every
2 years except in 1953 and in 1962 when it was extended for 3 years.

(H.R. 7105 follows:)
[H.R. 7105, 89th Cong., 1st sess.]

A BILL To provide for continuation of authority for regulation of exports, and for other
purposes

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That section 12 of the Export Control Act of
1949, as amended, is repealed.
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REGULATION OF EXPORTS

SEC. 2. Section 5 of the Export Control Act of 1949, as amended, is amended
by adding at the end thereof subsections (c), (d), and (e), as follows:

"(c) The head of any department or agency exercising any functions under,
this Act (and officers or employees of such department or agency specifically
designated by the head thereof) may impose a civil penalty not to exceed $1,000'
for each violation of this Act or any regulation, order, or license issued here-
under, either in addition to or in lieu of any other liability or penalty which may
be imposed.

"(d) The head of any department or agency exercising any functions under
this Act (and officers or employees of such department or agency specifically
designated by the head thereof) may compromise and settle any administrative
proceeding commenced with respect to any violation of this Act or any regula--
tion, order, or license issued hereunder, upon payment of a sum not to exceed:
$1,000 for each such violation.

"(e) The amount of any penalty imposed or sum to be paid in compromise'
and settlement pursuant to subsections (c) and (d) of this section shall be pay-
able into the Treasury of the United States and shall be recoverable in a civil
suit in the name of the United States. Nothing contained in those subsections.
shall be construed to limit in any way (i) the availability of other administra-
tive remedies with respect to violations of this Act or any regulation, order, or
license issued hereunder, (ii) the authority to compromise and settle adminis-
trative proceedings brought with respect to violations of this Act or any regula-
tion, order, or license issued hereunder on terms which do not require the pay-
ment of money, or (iii) the authority to compromise, remit, or mitigate seizures
and forfeitures pursuant to the Act of August 13, 1953 (67 Stat. 577)."

The CHAIRMAN. Mr. Connor, we are glad to have you, sir, and I
believe you have a prepared statement. You may insert it in the
record at this point if you desire and make a statement, you mav read
it, or you may proceed as you desire, sir.

STATEMENT OF HON. JOHN T. CONNOR, SECRETARY OF COMMERCE;
ACCOMPANIED BY F. D. HOCKERSMITH, DIRECTOR, OFFICE OF
EXPORT CONTROL; THEODORE L. THAU, EXECUTIVE SECRETARY,
ADVISORY COMMITTEE ON EXPORT POLICY; AND DEAN B. LEWIS,
DEPUTY GENERAL COUNSEL

Secretary CON-NOR. Thank you very much. {Mr. Chairman. I think
I will read the statement because I looked it over to see if we could boil
it down further and it just doesn't. seem possible. It is a complicated
subject.

The CHIAIRMAN. All right.
Secretary COINNOR. I have with me Mr. Forrest D. Hockersmith who

is the Director of the Office of Export Control, Mr. Theodore L. Than,
Executive Secretary, Advisory Committe on Export Control, and Mlr.
Dean B. Lewis, .the Deputy General Counsel of the Department who
may be needed in the questioning.

The CHAIRMAN. We are glad to have these gentlemen accompany
you, sir.

Secretary CONNOR. Thank you very much.
Mr. Chairman and members of the committee, I appreciate this

opportunity to appear before vou in support of H.R. 7105, a bill to
further extend and amend the Export. Control Act..

The Export Control Act provides a broad and flexible authority to
control exports of all kinds of ma-terials, equipment, commodities and
technical data from the United States. We use it today primarily for
national security and foreign policy purposes. to restrict exports-and
reexports-that would make a significant contribution to the military
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REGULATION OF EXPORTS

or economic potential of unfriendly countries, there such export. or
reexport. would prove detrimental to our national security and welfare.
The authority is also available to restrict export of materials that are
in short. supply.

In one form or another, this broad authority over exports has been
with us now for some 25 years. I believe we should continue to have
this authority. It is flexible enough to be adaptable to any improve-
ment in the international political environment.. At the same time it
provides necessary standby authority for any tightening of controls
that. might seem necessary. I also feel it would be appropriate to ex-
tend the act indefinitely, rather than for a few years as has been the
pattern in the past. I see little likelihood that it. will soon become
unnecessary or undesirable to have this authority on the books. At the
same time, there would be some advantage, in terms of day-to-day
administration of the act, if it were extended indefinitely. For ex-
ample, it would tend to lessen any doubt our NATO allies--most of
whom have permanent laws on the subject-may feel about. whether
this country will or will not continue to participate in the multilateral
control of strategic goods and technology to the East European and
Asiatic Communist countries. Nor is it necessary to ha-ve the act regu-
larlv come up for renewal every 1, 2, or 3 years in order to facilitate
congressional rexview of the export control program. As you know.
we report. to the Congress quarterly on our administration of the act.
and of course we stand ready at any time to furnish the Congress. and
in particular, this committee, with further information concerning the
administration and enforcement of the act. For these reasons H.R.
7105 provides for indefinite extension of the Export Control Act., and I
believe that on balanceAktis is desirable.

H.R. 7105 also amends the enforcement authority contained in the
Export Control Act. Specifically it would authorize the Department
to impose civil penalties, amounting to not more than $1,000 for each
violation, in addition to or in place of other civil or criminal penalties
or liabilities which may be imposed for violations of the Export Con-
trol Act.

The amendment would also allonw administrative proceedings,
brought to deter and prevent violations of the act, to be compromised
and settled on payment. of not more than $1.000 for each violation.
Penalties imposed and sums paid in settlement would be payable into
the Treasury.

This amendment will add some much-needed flexibility to the en-
forcement of the act, by enabling us to impose an appropriate monetary
sanction in certain types of eases for which existing sanctions are not
well suited. The present criminal penalties of fine and imprisonment
a.re naturally most, useful for cases involving serious violations. The
present law, 22 U.S.C. 401, which permifts the seizure and forfeitureof
shipments being made in violation of the Export. Control Act. is not
useful if the goods have already left the United States: nor is it ap-
propriate when the penalty of seizure and forfeiture will fall on an
innocent owner of the goods, rather than on the wrongdoc.rfA gain.
while administrative proceedings to suspend or deny export. privileges
are frequently useful, and for some years have been used, to deal with
both willful and negligent, offenses committed by American and for-
eign violators, they are not always appropriate. Experience, has
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shown, for example, that even an order providing only for a tempo-
rary short-term suspension of export privileges may sometimes seri-
ously jeopardize a firm's continuation in business, or subject it to losses
which greatly exceed what would have been considered an appropriate
deterrent.

These risks have tended to discourage our use of this administra-
tive sanction for minor repeated offenses, such as are sometimes com-
mitted by freight forwarders and carriers in the course of handling a
large volume of business. Without anv other sanction we are left to
handle such cases with only warning letters, whose force naturally
diminishes with repetition. The proposed penalty amendment would
provide us with a more flexible land effective deterrent in these and
other appropriate kinds of cases.

Aside from extending the duration of the Export Control Act, and
expanding the enforcement authority, I do not believe it is necessary
to ask for any further amendment of the act.

Perhaps it would be useful, however, for me to explain briefly how
the Export Control Act is now 'being administered. This subject is
more fully dealt with in our 70th quarterly report-for the fourth
quarter of 1964-which also gives the highlights of our activities for
all of 1964. Copies of this report have been furnished to the com-
mittee. Our report for the first quarter of 1965 is at the printer and
will, I hope, be available to you shortly.

As I have indicated, we control exports of commodities and tech-
nical data for three main purposes-to safeguard our national security,
to further our foreign policies, and, when necessary, to prevent exces-
sive exports of items in short supply. Currently, there are no items
under export control for "short supply" reasons.

To carry out the national security and foreign policy objectives of
the act, as well as the policy to exercise our controls to the maximum
extent possible in cooperation with other friendly countries, we are
continuing what is now a 15-year-old arrangement with the NATO
countries and Japan. Known as the CoCom-or Coordinating Com-
mittee-its purpose is to maintain multilaterally agreed restrictions
on the shipment of highly strategic goods to the East European and
Asiatic Communist countries.

In addition we are continuing our own unilateral control program,
under which some goods and technology are controlled, to some desti-
nations, although they are not under international control. Thus, for
example, we embargo virtually all exports to Communist China,
North Korea, North Vietnam, and Cuba. With respect to the U.S.S.R.
and other East European Communist countries, however, our con-
trols are more selective, both as to the commodities controlled and as
among the several countries concerned. Our goal here is to assist
in carrying out President Johnson's aim of both building bridges of
peaceful trade with these countries, and safeguarding national
security.

Since 1957 we have maintained a more liberal export policy toward
Poland than toward the rest of the bloc, in response to Poland's de-
sire to improve its relations with us. Last year we adopted a com-
parable policy toward Rumania, which had evinced an interest in
improving its relations with us and in pursuing a more independent
course within the bloc. As a result we entered into negotiations and
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agreed upon taking certain steps to improve relations, including a
more liberal export licensing policy on our side, and assurances, on
Rumania's side, that it will not permit reexport of U.S. goods or
technology, and will protect industrial property rights and processes.

Hungary, Czechoslovakia, Bulgaria, East Germany, Albania, and
the U.S.S.R. are treated more stringently. Most goods and technical
data still require a special or validated license for export to those
countries, with only those items of the most obviously peaceful nature
or consumer-type goods being exportable to them under general
license.

In acting upon applications for licenses to export to the U.S.S.R.
and the other East European Communist countries, we of course are
guided by section 3(a) of the act. This section requires that goods
and technology shall be denied to any unfriendly country if they
make a significant contribution to the military or economic potential
of such country which would prove detrimental to our national
security and welfare.

Our interpretation of this "national security"' provision has been
that we should generally deny licenses to export goods which would
contribute to bloc military potential, regardless of foreign availability
of comparable items, but that other exports should generally not be
considered detrimental to our security and welfare when the country
can and will get comparable items elsewhere, regardless of whether
such exports may contribute to the economic potential of the country
of destination. The rationale in such cases is that preventing our
business and labor from benefiting by the trade is likely to be more
detrimental to our interests than the economic gain which the other
country is going to get in any event. Of course, in these cases care-
ful judgment is required in applying the terms "significant," "detri-
mental," "national security and welfare," et cetera, to the facts of
specific cases. Licensing decisions are sometimes quite difficult, and
no doubt may seem uncertain or unpredictable in some respects to the
American business community. We are hopeful that through con-
tinual reexamination of this problem we may be able to further im-
prove our export situation without impairment of our security
interests.

It must be emphasized that while we do not follow a total embargo
policy toward any of the East European Communist countries, our
total trade with those countries is not large in dollar volume. In 1964
our exports to the bloc countries were unusually high because of the
special Russian wheat sales, amounting to over $100 million. Yet
our 1964 exports to the bloc countries totaled only $340 million; $300
million of that was for surplus wheat, wheat flour, and other agricul-
tural commodities. This contrasts with European exports to bloc
destinations in excess of $3 billion.

Another aspect of export controls which has been of particular con-
cern to us is our controls over exports of technical data. The East Eu-
ropean Communist countries appear to be especially interested in ob-
taining U.S. technology relating to industrial equipment, plants, and
processes, mainly for chemicals, petrochemicals, petroleum refining,
fertilizers, and certain agricultural products. We scrutinize these ap-
plications carefully. Considering the long-term usefulness of our
advanced technology and prototype equipment to the Communist

7
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countries in many fields, we naturally wish to make sure that no such
transaction takes place unless it is in the total national interest.

In addition, where applications are received for export of such tech-
aology to free world destinations, we have been following, for some
years, the twofold practice of requiring the foreign recipient to prom-
Ise (1) not to reexport any U.S.-origin data to the Communist coun-
tries; and (2) with respect to the most important technology, not to
ship to Communist countries the products he may make in his country
by use of U.S.-origin technology.

No difficulty is found in getting agreement not to reexport the data.
This obligation is in full harmony with commercial practices. How-
ever, in recent years there has been increasing objection on the part of
foreign firms and foreign governments to our requirements for product
control. While it is logical for us to seek to control exports of products
made in free world countries from our technology, where we would not
allow a direct export of the same products from the United States. in
practice this raises difficult problems of extraterritorial jurisdiction,
of enforcement, and of meaningfulness. One result is that in some inm-
portant lines of business this control threatens to drive U.S. design
engineering firms and the owners of some U.S. processes and industrial
know-how out of free world markets.

In consequence, we have had some difficulty in arriving at final regu-
lations with respect to certain products made abroad through use of
our teclmical data that have not been previously controlled. We have
sought to obtain the help of the affected industries in devising a more
feasible type of control. This effort is still continuing. To a consider-
able degree we have been held back bv the sheer difficulty of ascertain-
ing whether and to what extent U.S. technology in particular fields is
so significantly superior to technology available abroad that we can
fairly expect an assurance, as to disposition of strategic products made
with such teclmology, to be obtainable and meaningful.

' I should also mention, with respect to our enforcement activities,
that my staff has prepared a special report giving detailed information
on the activities in this area since the last extension of the act, that
is, for the calendar years 1962, 1963. and 1964. This has been made
available to you and the committee staff. It. contains a report. on
each administrative case in which export privileges have been sus-
pended or denied, and an outline of the cases now pending. It also
lists and describes those cases in which crimninal action has been
taken.

Finally, let me add that in reviewing these licensing matterl I
receive, as provided by section 4(a) of the act, the benefit of informna-
tionll and advice from the Department of State, Defense, Interior,
Agriculture, and Treasury, as well as the AEC, NASA, FAA, OEP.
and other interested agencies. Our licensing olerations are carried
out by our licensing personnel in the Bureau of International Com-
merce under policy and procedural instructions which have been ap-
proved following consideration and review by these departments and
agencies. Consideration of policy changes and the most important
license applications--which amount to a small percentage of our total
cases--initially starts in an interdepartmental committee of senior
staff-level officials of these departments and agencies, called the
Operating Committee. Most frequently their recommendation is
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unanimous and with few exceptions, the final decision is in accordance
with such recommendation. If there is disagreement, a higher com-
mittee consisting of Assistant Secretaries of the interested agencies,
called the Advisory Committee on Export Policy, endeavors to resolve
the conflict. As sometimes happens in these highly sensitive and
controversial matters, agreement may not be reached at that level.
The Export Control Review Board consisting of the Secretaries of
State, Defense, and Commerce, meets then under my chairmanship.
Heads of other departments and agencies are invited to participate
in cases of concern to them. However, in all situations the function
of the other departments and agencies is to provide information and
advice. The responsibility for decision rests with me, subject, of
course, to the President's power of review.

This completes, Mir. Chairman, my brief review of the recent admin-
istration of the Export Control Act and of the reasons why we believe
the act should be indefinitely extended and amended to allow for im-
position of administrative penalties. We will be glad to try to respond
to any questions that the committee may have.

The CHAIRMAN. Thank you very much, Mr. Secretary.
I would like to ask you a question about the absence of a termination

date. It occurs to me we should have a termination date, the reason
being that that is about the only way we can really review a situation.
1 know that you make reports and we could, of course, take some action
if your reports were not favorable, but I don't think a report will suf-
fice in a case like this for the reason that, in a democracy, there are lots
of people who have bottleneck positions who can say "N/o" and make it
stick and you can't get anything done. But there is no one person, not
even the President of the United States, who can say "Yes" and be
absolutely sure.

Therefore, if we are in a position of having to change the law, we
are in a very weak position. How strongly do you feel about no termi-
nation dates, Mr. Secretary ?

Secretary CoNNOR. Mr. Chairman, our recommendation, as you can
see, is that it be indefinite because we think that by having it on a
permanent basis we could eliminate some uncertainties in the minds
of our allies and of the Communists and it would make it easier for
us to recruit and keep personnel.

On the other hand, we can understand why Congress might prefer
to have a law of this kind reviewed at some fixed date in time. So that
our position is that it certainly is up to the wishes of this committee as
to whether it be indefinite or for a fixed time.

The CHAIRMAN. I believe that you made a statement in connection
wvith the controls involving the balance of payments to the effect that
they should not be permanent. Is that correct?

Secretary CoNNOR. The voluntary program that we have worked out
wvith-

The CHAIRMAN. I am not talking about the voluntary. I am talking
about' all controls we have for the balance of payments. I guess that
would include even additional interest to be paia on foreign deposits.

Secretary CoNNOR. Well, I think the Secretary of the Treasury
must have testified to that effect, but it is true, as you indicate, that that
-program,'by and large, is a fixed-duration program.
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The COATM.Nw. Yes. Before we go further, I would like the at-
tention of the members on this, please. I have a telegram here from
the Honorable James Roosevelt that I will read just for information
and then we will decide how we shall handle this, if it is all right. It
is addressed to me as chairman of the Committee on Banking and
Currency:

"We, the undersigned sponsors of bills to amend the Export Con-
trol Act of 1949 to oppose restrictive trade practices or boycotts fos-
tered or imposed by foreign countries against other countries friendly
to the United States, and to prohibit action or furnishing of informa-
tion by domestic concerns which have the effect of furthering or sup-
porting such restrictive trade practices or boycotts, respectfully re-
quest an opportunity for presentation of a joint statement in support
of such amendments by the Honorable James Roosevelt in our behalf
tomorrow morning before extension of Export Control Act is taken
under consideration by your committee."

Now, that is signed by Messrs. Adams, Addabbo, Bingham, Farb-
stein, Halpern, Horton, Joelson, Krebs, Lindsay, Michel, Minish,
Multer, Patten, Ogden R. Reid, Resnick, Roosevelt, Ryan, Scheuer,
and Yates.

If it meets with the approval of the committee, since time is of the
essence in getting this bill through, because it expires June 30, it would
be my suggestion that this question raised by Mr. Roosevelt's group be
referred to the subcommittee that normally handles matters
of this kind-Mr. Ashley is the chairman of that subcommittee-with
full and complete hearings on it, and not introduce it in this particular
hearing because we are anxious to get this act extended. Everybody
is interested, I assume, in its continuance, and I just wonder how
would you feel about that, Mr. Roosevelt ?

Mr. ROOSEVELT. Mr. Chairman, while, of course, I haven't had a
chance to talk it over with the Members who have signed that tele-
gram, it is my impression that they would much prefer to see the pro-
posed amendment made a part of this extension bill, rather than have
it considered by this committee as a separate bill. It will be much
more difficult to get it through the parliamentary process than it would
if it is a part of this bill. I think that speaks for itself.

The CHAIRMAN. How much time would your side want on it, Mr.
Roosevelt ?

Mr. ROOSEVELT. I think I can deliver the statement in 10 minutes.
The CHAIRMAN. But would that be all that you are presenting?
Mr. ROOSEVELT. We have agreed that this shall be the statement that

is all that we will present.
The CHAIRMAN. Yes.
Mr. ASHLEY. Mr. Chairman-
The CHAIRMAN. Yes, Mr. Ashley.
Mr. ASHLEY. I might say that I am, of course, familiar with the

legislation that has been introduced by Mr. Roosevelt and the others.
It would seem to me that there are obvious foreign policy implications
and ramifications that would require the presence and testimony of the
Secretary of State and other administration officials before this com-
mittee could properly make determination as to the merits of the pro-
posed legislation. I don't think that it would be sufficient for our

10
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purpose simply to hear the statement of the proponents of the legisla-
tion.

I don't think, and I am sure that the gentleman, my good friend,
understands fully what I am saying, that this committee couldn't
properly come to a decision in the matter on the basis of the testimony
only of the proponents of the legislation.

Mr. ROOSEVELT. I wasn't trying to limit the testimony. I was re-
sponding to the gentleman's question as to how much time we would
require today.

The CHAIRMAN. You would not oppose a full and complete hearing,
then, as suggested by Mr. Ashley who would be chairman of the sub-
committee.

Mr. ROOSEVELT. Provided that it would be considered in relationship
to the bill now under consideration by the committee.

Mr. HALPERN. Mr. Chairman, as you know, and I spoke to you about
this amendment, I am very concerned about it and I agree with Mr.
Roosevelt that it should be considered as part of the legislation be-
fore us.

I also agree with my distinguished colleague and chairman of the
Subcommittee on International Trade that this subject matter should
have full review. I don't think any of the proponents of this amend-
ment would want to deny a full review of its effect.

However, I do think that action on the bill before us should be
withheld until full hearings are held, and the amendment should be
considered in relationship to this bill. That is how we should proceed,
Mr. Chairman.

The CHAIRMAN. That poses quite a problem for the committee. I
would like to know how the committee members feel about it.

Mr. OTTINGER. Mr. Chairman, I agree with Mr. Halpern on this mat-
ter. I think it is one that has considerable support throughout the
country. We certainly have received a lot of supporting reaction to
it. I would very much like to see it taken up in connection with this
bill which I think is the only real way we are going to be able to get it
through if the majority of the committee does favor it.

The CHAIRMAN. We have this problem. You see, the housing bill
will be ready soon. It will probably be voted out of the subcommittee
tomorrow. It is one that we must not delay. It is going to take full
committee action. I don't know whether it will take 1 day, 2 days,
a week. I don't know what the situation is. But evidently all the
members of the entire committee are entitled to participation in a bill
of that importance.

It is a major bill, it is going to take considerable time of this commit-
tee. Then there are other bills. So the whole committee can't very
well take on these emotionally charged problems which could result
in being extended rather far, and jeopardize the extension of this act
by June 30.

Mr. HALPERN. Mr. Chairman, as much as I hate to differ with the
distinguished chairman, I think this is much more than an emotional
problem. I think it is a political, as well as an economic, problem.

Mr. STANTON. I am sure there are those on this committee who are
not familiar with what Mr. Roosevelt is going to say.

I wonder if I could suggest that we hear the statement and when
we get into executive session, then we can decide.

48-042-65-2
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The CHAIRMAN. Well, anyone else desire to be heard on this ?
Mr. WIDNALL. Mr. Chairman, I think it would be most unwise to

take action on this until other testimony has been received. But I
.agree with Mr. Ashley that it. is extremely important to know how the
:administration feels about it. I am sure-that as my colleagues have
said, there is a lot of sentiment in the House to do something about
this problem and that we would like to have an opportunity to act
.on it.

I think possibly the last suggestion is the best, that we hear what
Mr. Roosevelt has to say and then consider whether we want to have
-the full committee or subcommittee take action on the bill itself.

The CHAIRMAN. Would it be satisfactory to you, Mr. Widnall, as
,the senior minority member, if we go ahead and finish hearing Secre-
tary Connor and Mir. Roosevelt and then in executive session decide
-what course to take ?

Hearing no objection, so ordered.
Anyone desire to ask Mir. Connor questions? Mr. Halpern?
Mr. HALPERN. Yes. I believe this is pertinent to the subject matter

-we are just. discussing and I think quite appropriate at this time. Now,
Mr. Secretary, you are aware, I am sure, of the identical bills intro-
duced to amend the Export Control Act on the question of the Arab
.boycott.

Now, the amendment would prohibit American firmss from surren-
derinlg information to the Arab boycott office concerning their economic
,dealings with Israel. After receiving such questions, American firms
would merely state that they could not divulge the information since
such a procedure would be contrary to American law.

That is what the amendment would do.
Now, this bill is designed to disallow American subservience and

:acquiescence to the boycott of Israel, -a friendly country. This consti-
tutes a threat to American companies and inherently impedes a good
deal of commerce and investment.

Now, don't you think our failure to act runs contrary to the Nation's
developing commitment to freer trade? And I would like to add a
second part to that question. When American firms are sent ques-
tionnaires, are asked to submit affidavits or otherwise are threatened
to surrender interests in Israel, for instance, do they have any recourse
-with the American Government ? What, if anything, does the Govern-
ment do to defend their legitimate business interests abroad, Mir.
;Secretarv ?

Secretary CONNOR. Mr. Halpern, I am thoroughly familiar with the
proposed legislation. We have the matter under consideration in the
'Department of Commerce. We have not yet indicated an official posi-
tion to the Bureau of the Budget in conformity with the regular pro-
eedure and therefore I am not prepared to say here today what our
position will be or to speak to the point in behalf of the administration.

AMr. HALPERN. I am sure you agree, Mr. Secretary, that since the
war, one of our most durable and laudable objectives has been the
search for freer trade. We are presently engaged in a very laborious
,effort, with the European Economie Community and we want to lower
tariffs and other trade restrictions.

Does not a boycott, and this is a question of your own opinion, does
not. a boycott ;.ostituts .a restraint of trade, and how can the United

:12
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:States, without appearing hopelessly contradictory, refrain from pro-
tecting its firms against such an onerous practice as the boycott ?

Secretary CON-NOR. Well, sir, I think the Arab boycott is deplorable.
'On the other hand, for our own national policy purposes, we have
boycotts with respect to Cuba, and so forth, and I think this whole
matter requires very careful consideration before there is an adminis-
tration position.

Mr. HALPERN. Well, we are interested in American trade. My in-
-formation indicates that about 165 American businesses are on the
Arab blacklist for dealing with Israel. As the man most interested
in selling Americans goods abroad I assume that you would like to see
.these restrictions broken.

Secretary CONNOR. No question about it.
Mr. HALPERN. And I suppose these queries should also be properly

directed to the Secretary of State but I want to point out that the boy-
cott is primarily a political instrument with obvious economic reper-
cussions. Not only are we permitting economic blackmail against
American companies but we are indirectly, without protective legisla-
tion, abetting Arab political purposes aimed at a friendly state.

It is a peculiar position for the United States and I certainly feel
that we should have this amendment in the bill.

Tile CMinanmr.xS. Mr. Widnall had asked for recognition and I didn't
notic(e it. So I will recognize him now and then Mr. Ashley.

Mr. WTIDNALL. Thank you, Mr. Chairman.
Mr. Connor, you are a fellow New Jerseyite and I want to welcome

you here before the committee. Mrs. Dwyer aslked me to be sure to say
she regrets the conflict this morning, she has a meeting of the Govern-
ment Operations Committee and she couldn't be here. She wanted to
say some nice things about you.

Secretary CONNOR. Thank you very much.
Mr. WIDNALL. The last extension of this act was for 3 years; isn't

that so ?
Secretary CONNOR. Yes, sir.
Mr. WIDNALL. Don't you think in view of the attempts now being

mulade to broaden trade with the Communist countries, particularly
with Russia, that it would be very useful to have a congressional re-
view ?

Secretary CONNOR. I think that a congressional review does have
some purpose. I can see advantages in having this permanent legisla-
tion. But if there is a congresslonal review, we would hope that it
would be perhaps for a period somewhat longer than 3 years, after,
say, o years.

IMr. WIDNALL. I agree with the statement made here by the chair-
man about the necessity for congressional review and the opportunity
to do it and I personally feel it would be unwise to have an unlimited
extension.

I notice that on page 7 of your own testimony, toward the bottom
of the page you said "We are hopeful that through continual reexam-
ination of this problem we may be able to further improve our export
situation without impairment of our security interests.

In others words, you yourself want continual review and I think
Congress feels exactly the same way about it.
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Secretary CONiNOR. Yes. It is a rapidly changing picture, Mr.
Widnall.

Mr. WIDNALL. Now, on page 6 you speak about our 1964 exports
to the bloc countries totalling only $340 million. What was that $340
million ? How much in credits and how much in cash ?

Secretary CONNOR. The great bulk of it was in cash. I can get the
figures.

Mr. HOCKERKSITI. Practically all of it was in cash.
MIr. WIDNALL. Can you submit the figures for the record ?
Secretary CONNOR. Yes. We can supply that.
Mr. HOCKIERSMTH. I don't have them here.
Secretary CONNOR. It is almost completely in cash.
Mr. WIDNALL. How does that contrast with the European which

you say is in excess of $3 billion. How much in cash, how much in
credits I

Secretary CONNOR. There is an increasingly large percentage of the
trade between the Western European countries and the Eastern Euro-
pean Communist countries that is on a credit basis.

We will be glad to supply the breakdown to the extent we can. Mr.
Hockersmith estimates it is now at about 25 percent in credits.

Mir. WIDNALL. Do any of those European countries use our dollars
in connection with their trade with the Communist countries ?

Secretary CONNOR. Not so far as we know, no sir.
Mr. WIDNALL. You say not so far as you know.
Secretary CONNOR. Well, I was just trying to think what kind of

dollars they would possibly use. The foreign aid programs-nearly all
of them have come to an end in Europe. I don't think that com-
mercial- type dollars would get involved in this. Mr. Hockersmith can
explain it.

ir. HOCKERs3mITH. I might say we have knowledge of some trans-
actions between the bloc and Western Europe in which the bloc is
using dollars to pay the Western European countries.

Mr. WIDNALL. Do you have any figures on that?
Mr. HOCERsITrrH. These are dollars which the bloc earns from us.

Our exports are considerably smaller than our imports.
Mr. WIDNALL. If you have any figures on the amount of traffic on

those dollars-
Mr. HOCKERSanTH. I don't have the figures, no, sir.
Secretary CONNOR. But these are dollars that flow to the bloc in the

commercial transactions that are licensed by us and therefore are quite
proper under the Export Control Act and then flow back to Western
European countries in paying their balances.

Mr. WIDNALL. If you have got any pertinent information on that
that you can furnish for the record, Mr. Chairman, I hope that that
will be furnished to us.

Secretary CONNOR. We will be glad to take a look at it and see if
that is possible.

(The information requested follows:)

ATTACHMENT I.-SUPPLEMENTARY INFORMATION IN ANSWEB TO REPRESENTATIVE
WIDNALL'S QUESTIONS ON BLOC TRADE

1. U.S. exports to Soviet bloc countries in 1964, totaling $340 million, consisted
of cash sales amounting to about $258 million and credit sales of about $82 mil-
lion. Credit was utilized by only two countries, Hungary in the amount of about
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$21 million and Poland in the amount of about $61 million. In both cases, the
credit involved predominantly surplus agricultural commodities. In the case
of Poland, these sales were made under title I of Public Law 480. With regard to
Poland, it is questionable whether it can be considered a credit in the strict
sense of that term. For each shipment Poland was required to deposit zlotys
in a Polish bank to the U.S. account in an amount equivalent to the dollar value
of the shipment, figured at the prevailing most favorable rate of exchange.

2. Hard information on credit extended by Western countries to the Soviet
bloc is not available. For the most part, the available information is fragmen-
tary and pertains only to Government guaranteed credit. A rough estimate of
the credit extended by West European countries and Japan to the Soviet bloc
placed the total outstanding at the end of 1964 at about $1 billion. The credit is
predominantly medium term, up to 5 years. The average term of credit is esti-
mated to be about 3 years. Thus, the average annual amount of credit received
by the Soviet bloc from Western European countries and Japan is estimated at
a little over $300 million, or about 10 percent of the total value of exports of over
$3 billion in 1964. It should be borne in mind, however, that current repayments
of obligations by the Soviet bloc for past credits considerably reduce the current
net additions to credits to the bloc.

3. During the last decade (1955-64), U.S. exports to the European Soviet bloc
amounted to $1,265.6 million including special arrangement sales to Poland since
1957 (mainly under Public Law 480). U.S. cash sales to the bloc during this
period accounted for $662.1 million, while our imports from the bloc totaled
$747.5 million. The overall {balance of cash trade for the decade amounted to
$85.4 million in favor of the bloc. During 7 of those 10 years the balance of cash
trade was in favor of the bloc. During 1964, however, owing mainly to the large
wheat sales, the balance in favor of the United States amounted to $159.4 mil-
lion. The tabulation at the end of this attachment shows the data for each
year.

There is no information as to what disposition has been made by the bloc of
the $85.4 million balance existing in its favor over the last decade. Those dol-
lars were and are available for purchases either in W'estern Europe or elsewhere.

U.S. trade with Soviet bloc,' 1955-64

[In millions of dollars]

U.S. exports Balance of
Year U.S. exports excluding U.S. imports commercial

total special ar- total trade 3
rangements 2

1955 ..-........... 7.0 7.0 55.8 -48.8
1956 .-........... 11.2 11.2 65.5 -54.3
1957 86.1 22.6 61.3 -38.7
1958 -.......... 113.1 23. 5 63.5 -40.0
1959 -............. - -- - 89.4 26.9 80.5 -53.6
1960 ..-........... 193.9 59.4 80.9 -21.5
1961 .-............ 133.4 84.3 81.1 3.2
1962 .-....----- 125.2 62.9 78.8 -15.9
1963 ...-...- - - -- 166.7 106.3 81.5 24.8
1964 ...-......... 339.6 258.0 98.6 159.4

Total or balance for period -. . ........... 1, 265.6 662.1 747.5 -85.4

I U.S.S.R. and East European Communist countries.
* Public Law 480 arrangements and credit guarantees by Export-Import Bank.
s Minus sign in the balance column denotes a balance in favor of the Soviet bloc.

Mr. WIDNALL. Mr. Connor, the language of the act carries with it
an injunction against any export control policies which result in in-
flation of prices domestically. Would you supply for the record the
ocean freight rate patterns in both U.S. and foreign bottoms immedi-
ately preceding and following the large-scale grain sales from the
United States and Canada in 1963 and 1964 as well as the impact of
these higher freight rates on the overall bulk commodity exports.

Secretary CONNOR. Yes, sir; we will be glad to do that.
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Mr. WIDNALL. You will recall that the primary argument in favor-
of surplus wheat sales to the Soviet, bloc was the favorable impact on
our balance-of-payments position. I suspect, however, the increased
freight rates might have washed out much if not all of this advantage.

Do you have any comments on that?
Secretary CONNOR. NO sir. I 'haven't looked at those figures but I

would include a comment in supplying the information when we do.
Do you have an estimate on that.
Mr. HOCKERSMTIH. The sales of wheat to the U.S.S.R. amounted to

about $141 million of which about $12 million was freight.
Mr. WIDNALL. 'Seven or-
Mr. HOCKERMrrTH. $141 million for the sales of wheat of which

about $12 million was for freight.
Secretary CONNOR. But have we looked at the question of the in-

creases in freight rates thereafter as perhaps washing out some or all!
of the balance-of-payments advantage from the wheat sales ?

Mr. HocKERtsITIr. No; we have not.
Mr. WIDNALL. Will you submit a further statement on that?
Secretary CONNOR. Yes.
Mr. WIDNALL. Thank you very much.
That is all, Mr. Chairman.
(The information requested follows:)

ATTACHMENT II.-SUPPLENMENTAR3Y INFORMATION IN ANSWER TO REPpESENTATIVE
WIDNALL'S QuEsTinos ON OC)EAN FREIGHT RATES

Question. Congressman Widnall asked Secretary Connor to "supply for the
record the ocean freight rate patterns in both U.S. and foreign bottoms imrmedi-
ately preceding and following the large-scale grain sales from the United States
and Canada in 1963 and 1964 as well as the impact of these higher freight rate-
on the overall bulk commodity exports."

Reply. The rates went up for both U.S. and foreign bottoms at the time space
became relatively tight with the increased shipments of grain to the U.S.S.R.
Space continued tight until the deliveries were completed. when the rates re-
turned to a level fairly close to that prevailing before the increased grain ship-
ments to the U.S.S.R. This trend is revealed in the attached charts copied from
an issue of the Weekly Newsletter published by Maritime Research, Inc., and
reproduced with their permission. The Weekly General Freight Index is a
measurement of the relative increase-decrease in the quoted freight rates for all
commodity shipments reported; the Weekly Grain Freight Index is a measure-
ment of the relative increase/decrease in the quoted freight rates for all reported
shipments of grain during 1963 and 1.94. Most of the Soviet grain shipments
were made during the last quarter of 1963 and the first quarter of 1964.

With regard to the question of impact of the foregoing trend of freight rates
on the volume of bulk commodity export shipments carried in U.S. bottoms.
increases in freight rates for grain shipments did not diminish the share of
U.S.-flag vessels, since their share was determined by cargo preference policy.
Government sponsored cargoes comprised virtually all of the shipments carried
outbound by U.S.-flag vessels in irregular or tramp service prior to. during, and
after the Soviet wheat shipments. Therefore change of rates had little or no
effect on the deficit in the balance of payments.

Question. Congressman Widnall stated it to be his impression "that increased
freight rates might have washed out much if not all of the balance-of-payments
advantage from the wheat sales" and asked for comments thereon.

Reply. Our reply to the previous question indicated that the freight rates
dropped back after the wheat deliveries were completed. In any event, the car-
riage of goods by American-flag ships in irregular or tramp service was not
materially affected by the rate trends, since their business is almost entirely
based on Government sponsored eargo.



REGULATION OF EXPORTS

iriti ti me eX5 E X urKh, In
WEEKLY NEWSLETTER

4DICItS IXTUXLR
CHARTER FIXTURES REPORTED _ _. t_ _ t_ 4

IN NEW YORK AND LONDON . JI

Vol. No No. n

- i1 I s , 2 II 2 ! * 3 I it r a I a I12 , I 111 . a '
a .. (3* . r. I -2. . I, *.. $ . 231 . *- .

The CHAIRMAN. May I suggest this. Mr. Roosevelt is compelled
to be before the Rules Committee at 11 o'clock. Now, this will be an
unusual procedure but if we carry out what we have tentatively agreed
upon, we can ask Secretary Connor to permit us to hear Mr. Roosevelt
now and then conclude with Mr. Connor, and then go into executive
session and make our decision. Without objection we will do that.

I will ask the reporter to put Mr. Roosevelt's statement after the
conclusion of Mr. Connor's testimony. Mr. Ashley?

Mr. AsHLEY. Mr. Secretary, you have asked on behalf of the admin-
istration for indefinite extension of the Export Control Act authority.

Secretary CONNOR. Yes, sir; that is right.
Mr. ASHLEY. If such extension were denied by the committee, what

would be your recommendation as to the extension under those circum-
stances?

For how many years ?
Secretary CONNOR. Well, Mr. Ashley, we recommend that it be at

least 3 years and preferably 5.

hHHHHUMIMIUMIM11111rrr
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Mr. ASHLEY. With further respect to your request for indefinite
extension authority, how many NATO countries, CoCom participants,
have permanent laws on this subject?

Secretary CONNOR. Most of them-Mr. Hockersmith, do you have
the exact listing there?

Mr. HOCKERsMITH. NO, sir; I do not have the exact listing. Most of
them do. I have the Battle Act report here. I don't think it is sum-
marized here. We can supply it.

Secretary CONNOR. Mr. Ashley, we will submit exact names of those
who do and those who do not.

Mr. ASHLEY. And those who don't, it would be of interest if it is
available. If not, forget it. But if it is available, I would like to
know the manner in which they proceed.

Secretary CONNOR. We will be glad to supply that information.
(The information requested follows:)

ATTACHMENT III.-EXPORT CONTROLS IN COCOM COUNTRIES

1. Belgium-Luxembourg-Belgium, under a law of September 11, 1962, and Lux-
embourg, under a law of January 20, 1955, control exports, imports, and transit
trade. The two laws of indefinite duration are administered by the Joint Ad-
ministrative Commission for the Economic Union.

2. Canada.-The Export and Import Permits Act (ch. 27 Canadian Statutes),
an act of Parliament, was assented to by the Governor General on March 31, 1954.
It has been extended about every 3 years; precent extension expires July 31,
1966.

3. Denmark.-Exports are controlled by laws No. 372, December 1964, and No.
97 of March 1963. Both laws expire June 30, 1965, but preparations have been
undertaken to extend them.

4. France.-The French export control system rests on a series of decrees regu-
lating exports. These decrees are subject to change by the issuance of new
decrees.

5. Greece.-Emergency Law No. 1960 of 1939 and Legislative Decree No. 480
of 1947 form the basis of Greece's indefinite export control authority.

6. Italy.-Decree No. 476 of 1956 relating to prohibition of exports and imports,
and Decree No. 586 of 1955, relating to foreign exchange controls, form the basis
of the licensing controls administered by the Foreign Trade and Finance Minis-
tries. The authority is of indefinite duration.

7. Japan.-The Foreign Exchange and Foreign Trade Law, promulgated in
1949, provides permanent legislation which is implemented by ministerial orders
and ordinances.

S. Netherlands.-The Import and Export Trade Law of July 5, 1962, provides
export controls of indefinite duration.

9. Norway.-Under the act of December 1946, Norway's export controls are of
indefinite duration.

10. Portugal--By law of February 6, 1948, export controls are of indefinite
duration.

11. Turkey.-The export control system is in effect through decree of the Coun-
cil of Ministers which is effective for 6 months, being renewed each January and
July.

12. United Kingdom.-By section 1 of the Import-Export and Customs Powers
(Defense) Act of 1939, the export control authority is of indefinite duration.

13. West Germany.-The Law on Foreign Economic Relations of April 28, 1961,
authorizes control of exports, transit trade, and export services including ship-
ping. The law is of indefinite duration.

Mr. ASHLEY. I might just say that your statement on page 2, Mr.
Secretary: "tends to lessen any doubts that our NATO allies may have
about whether this country will continue to participate in the unilateral
control of strategic goods"; in light of the facts that we have been at
this for some 25 years and we have .eal]y been a prime mover in this
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area, I don't think there really is any serious doubt in the minds of our
allies in this regard, do you ?

Secretary CONNOR. Well, Mr. Ashley, I would agree that they regard
our efforts in this field as being very serious.

Mr. AsHLEY. As the present time, with respect to the legal enforce-
ment activities under the Export Control Act, there are criminal and
civil penalties; is this not true?

Secretary CONNOR. Yes, sir; it is true.
Mr. ASHLEY. The present civil penalties include what, Mr. Sec-

retary ?
Secretary CONNOR. Mr. Ashley, we have a statement here-
Mr. ASuLEY. Just essentially. You have your warning letter pro-

cedure.
Secretary CONNOR. Yes, sir. The warning letter is what can be

described as the mildest form and it is frequently used in cases where
it is quite clear that the violation is of technical or inadvertent nature,
and the problem is that when these warning letters pile up, they begin
to lose their meaning. So there are certain types of relatively minor
offenses which we think could be more effectively handled if we had
some kind of civil penalties such as are proposed here.

Mr. ASHLEY. Now, do I understand accurately that we go really
from warning letter to license revocation in terms of the civil penalties ?

Secretary CONNOR. Yes, sir; and this license revocation or denial
can be extremely serious for a particular firm that has committed
these technical violations but that has otherwise conducted its busi-
ness in a perfectly normal and aboveboard manner.

Mr. ASHLEY. And it is your thought that by amending the act
as proposed, that there would then be a further civil remedy or penal-
ty that could be inserted, as it were, between the warning letter
method of reprimand and the rather complete and meat ax type of
penalty represented by the license revocation ?

Secretary CONNOR. That is exactly the case. We think license
revocation or denial in many cases is too much of a punishment for
the crime.

Mr. ASHLEY. Thank you very much, Mr. Chairman.
The CHAIRMAN. Let's see. How many Members want to be heard ?
Mr. Fino, Weltner, Stephens, Todd, and some others.
Mr. Weltner was the one that I agreed to recognize next and then

Mr. Fino.
Mr. WELTNER. I yield to Mr. Stephens.
The CHAIRMAN. We expect to have an executive session on the

two bills, this and the interest on foreign deposits that we have
now.

Mr. STEPHENS. Mr. Chairman, there is a question that bothers me
about the civil penalty and, Mr. Connor, you may not want to try
to answer it now and, if not, I will appreciate maybe a memorandum
on this.

Article I, section 9 of the Constitution says: "No tax or duty shall
be laid on articles exported from any State." And I would like to
see if there would not be some decisions that could satisfy me that
that is not a violation of that provision. It is a civil penalty. It is
in the nature of a tax, and I am not satisfied in my mind that this
doesn't violate the constitutional provisions.
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Secretary CONNOR. Mr. Dean Lewis, Deputy General Counsel, will
comment on that.

Mr. LEwIs. Mr. Stephens, this is a penalty which would be im-
posed in an administrative proceeding on account of proven past
violations of the export regulations. It would not be referrable to
specific future exports and therefore I don't believe it would really
be comparable to a tax on exports. So that I am not sure that it
would be-that there would be any problem presented by article I,
section 9 to which you refer.

Mr. STEPHENS. Could you look up and maybe give me some ci-
tations-

Mr. LEwIs. We will be glad to supply a memorandum for the
record.

Mr. STEPHENS. I would appreciate it. That is all I have.
(The information requested follows:)

ATTACHMENT IV.-COONsTrruTONAoIT Y OF H.R. 7105 CIVIL PENALTY PBOVISIONS

H.R. 7105 would authorize the Department of Commerce to impose civil
penalties amounting to not more than $1,000 for each violation of the Export
Control Act and the regulations issued thereunder. Such payments would be
entirely predicated on proven past violations, would be calculated without
reference to the nature or value of the exports involved, would be imposed
without reference to the nature or value of any subsequent or future exports.
and would not be imposed in connection with any exports made in compliance
with law. The question is whether such civil penalty would constitute a "tax
or duty * * * laid on articles exported from any State," in violation of article 1.
:section 9, clause 5 of the Constitution of the United States. In my opinion it
would not be such a tax or duty, but rather a penalty, not proscribed by the
-Constitution.

It is true that taxes may be imposed for reasons other than the mere raising
·of revenue, including in some cases a purpose to discourage activities which
are deemed to be contrary to public policy. Hodge v. Muscatine County, 196
U.S. 276, 25 S. Ct. 237, 49 L. ed. 477 (1905). However, when the enforced
payment is intended as a punishment for some action that is prohibited by law,
it ceases to be a tax and is treated as a penalty. For example, where the
Federal Government imposed what was called a tax on the illegal sale of
liquor (in an amount twice as great as the tax otherwise imposed), the Supreme
Court ruled that it was a penalty, stating in part as follows:

"A tax is an enforced contribution to provide for the support of government:
a penalty, as the word is here used, is an exaction imposed by statute as
punishment for an unlawful act." United States v. La Franca, 282 U.S. 568, 572.
75 L. ed. 551, 51 S. Ct. 278 (1931).

This distinction was also drawn in Lipke v. Lederer. 259 U.S. 557, 66 L. ed.
1061, 42 S. Ct. 549 (1922); Goodstein v. Mississippi Levee Cornrs. 153 Miss.
783. 121 So. 856 (1929). In Cotonificio Bustese S. A. v. Morgcnthau, 121 Fed.
2d 884 (1941), the U.S. Court of Appeals for the District of Columbia held that
a 10-percent ad valorem customs "duty" imposed for failure to comply with
marking requirements was not a duty but a penalty.

The constitutional prohibition applies only to the imposition of duties on
goods by reason of their exportation. Turpin v. Burgess, 117 U.S. 504, 507 (1886).
The payments contemplated ,by H.R. 1705 would not be within the scope of the
constitutional prohibition because they are not imposed by reason of the ex-
portation, but rather by reason of the violation of law.

Finally, it should be noted that monetary sanctions similar to the one con-
templated are provided for in other statutes currently in effect. For example.
under the Gold Reserve Act of 1934, the exportation of gold from the United
States in violation of law is subject to a civil penalty equal to twice the value
of the gold. (Act of January 30, 1934, Public Law 78-87, c. 6, see. 4, 48 Stat.,
340, 31 U.S.C. 443.) It has apparently never been maintained that this provision
constituted a tax on exports within the meaning of article 1, section 9, clause 5
of the Constitution, although the constitutionality of the Gold Reserve Act
has been challenged many times since its enactment.
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I conclude, therefore, that the civil penalty provisions contained in H.R. 7105
do not violate article 1, section 9, clause 5.

DEN B. LEwis, Acting General Counsel.
May 11, 1965.

Mr. STEPHENIs. I yield back to Mr. Weltner. Did he yield to me?
Tilhe CHAIRMAN. Yes, sir; after Mr. Fino.
Mr. FINO. Thank you, Mr. Chairman.
Mr. Secretary, on page 7, I was particularly interested in your ob-

servation that in 1964 our exports to the bloc countries were un-
usually high because of the special Russian wheat sales that ran over
$100 million. Of course, I was opposed to the sale of wheat to Rus-
sia because in my opinion it was in violation of the Agricultural Act,
as well as for moral reasons, and I was opposed to the sale of wheat
to Russia because it was an imposition on the American taxpayer
because this amounted to an additional subsidy.

I want to ask you were we ever paid by Russia for this sale of
wheat?

Secretary CONNOR. Mr. Hockersmith was thoroughly fatmiliar with
that.. He was in the office at the time.

Mr. HocKERsMrrH. Cash was received for every bit of wheat that
was exported to Russia.

Mr. FINO. I didn't understand you, sir.
Mr. HOCKERSMITH. I said we received cash for every bit of wheat

that was sold to the U.S.S.R.
Mr. FINo. When you say cash, you mean American dollars?
Mr. HocKERsMITIr. American dollars.
Mr. BaRRErr. Will the gentleman yield to me for just a question ?
Isn't it true when we were discussing shipping wheat to Russia that

we said put it on the barrelhead and we will gi ve you the wheat ? Put
your dollars up here where we can see them and we will ship the wheat ?
"There weren't any credits or any time payment. This ultunately gave
them a little relief, but they paid for what they got in cash.

Mr. HocKERsrrrH. Yes, sir.
Mr. FIN-o. Well, as I understand it, we were here in session until

December 24, because we were having problems on that question, isn't
that so?

Mr. HocERsIrnTH. I didn't understand the question.
Mr. FINo. I said we were in Congress until the 24th of December

because we were having that problem with Russia on the Russian
paayments, isn't that so ?

Secretary CONNOR. The question of how long Congress remained
in session-there certainly was a question about the payment but the
whole matter was resolved so that it was a cash transsaction and in
fact. was carried out that way.

Mr. FINO. So that Russia-you are ready to say right helre and now
that. Russia has fully paid up every dollar she owed us for that ship-
ment of wheat.

AMr. HocKERaMITH. Yes, sir.
Mr. FINO. Wasn't there also a question of use of the American ships?

Weren't we supposed to use 50 percent of our American ships in the
transportation of that wheat ?

Mr. HOCKERSMITH. There were many questions; yes, sir.
Mr. FINO. Were 50 percent of our American ships used ?
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Mr. HOCKERSMITH. In the initial stages of the Russian wheat pro-
gram, American ships were not available to meet the 50-percent re-
quirement, and the Maritime Administration granted waivers permit-
ting foreign-flag ships to be utilized. In the overall program, a total
of 1,756,341 long tons of wheat were shipped of which 758,950 tons or
43.2 percent moved in American-flag ships.

Mr. FINo. Thank you.
The CHAIRMAN. Mr. Weltner.
Mr. WELTNER. Thank you, Mr. Chairman.
Mr. Secretary, you have requested the authority to impose a fine of

$1,000 on violators of the act. I wonder if you have any other laws
under your administration or supervision that provide for the imposi-
tion of a civil penalty or forfeiture such as this ?

Secretary CoNNOR. Mr. Lewis I think is in the best position to an-
swer that.

Mr. LEWIs. Mr. Weltner, there is one other statute, to my knowledge,
under the jurisdiction of the Secretary, or rather the Secretary and
two other Secretaries, jointly, which is the Foreign Trade Zones Act.
It authorizes the imposition of civil fines. Mr. Thau reminds me that
the Great Lakes Pilotage Administration has civil fining authority.
A number of other agencies have this authority, too, and I have-if I
can put my hands on it here-a listing of several of them. I won't
read the text but the Federal Aviation Agency has such authority.
The Federal Trade Commission, Federal Power Commission and Fed-
eral Communications Commission all have civil fining authority.

Mr. WELTNER. If you have the authority to delegate to any officer
or employees of the Commerce Department, I wonder what review pro-
cedures or other safeguards you may have in mind. I ask that ques-
tion because this is essentially in the nature of criminal transaction-
depriving a person of property, and I wonder whether this is due proc-
ess of law. I would like to know what procedures are contemplated
to assure that there is at least a semblance of due process in the im-
position of a civil fine such as this ?
L Mr. LEWIS. We would anticipate that the procedures that would be
followed would be comparable to the procedures which are now fol-
lowed and have been for some vears in cases which are beyond the
warning letter phase that was discussed with Mr. Stephens, or rather
with Congressman Ashley, and go to license denial or license revoca-
tions that were referred to. That procedure is briefly this, that when
an investigation discloses a violation of the export regulations, a clharg-
ing letter is issued to the parties involved stating the accusation. An
administrative procedure follows which is an administrative equiv-
alent, I suppose, of a criminal procedure, with full opportunity to
be heard before a compliance commissioner of the Department, who
is a sort of hearing examiner, with opportunities to be represented
by counsel, with opportunities to discover evidence. The compliance
commissioner issues a recommended decision which is reviewed by Mr.
Hockersmith as the Director of the Office of Export Control. WVhere
parties are not satisfied with the decision there is a further right of
review before a departmental appeals board.

Mr. WELTNER. Is there an appeal from final determination within
the Department to a court of law ?
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Mr. LEWIS. Yes. There would be an appeal on constitutional
grounds.

Mr. WELTNER. You stated to this committee that the regulations-
if this bill passes--that the regulations which will be drawn up will
contain a specific provision for appeal to a court of law insofar as that
can be provided by regulation.

Mr. LEWIS. Certainly we don't now have it specifically set out in
the regulations but there is no reason at all why it couldn't be put in
there.

Secretary CONNOR. That would be on questions of law, of course.
On matters of fact in conformity with the regular Administrative
Procedure Act, and so forth, the determination within the Department
would be binding but there would be an appeal provision for court
review of the questions of law raised.

Mr. WELTNER. But there would be no court review of a finding of
fact by yourself as Secretary of Commerce.

Secretary CONNOR. If supported by substantial evidence, which is
the usual administrative requirement.

Mr. WELTNER. Thank you. Thank you, Mr. Chairman.
The CHAIRMAN. Mr. St Germain ?
Mr. ST GERMAIN. Mr. Secretary, I would like to hit a point that

Mr. Ashley brought up also on the indefinite extension because in read-
ing over your testimony-I wasn't here, I had to be at another meet-
ing-the statement itself seems to state you do have problems making
decisions in certain areas as to which items should be allowed to be
exported to certain countries and which should not. In other words,
in many instances by denying the export of certain materials we might
be cutting off our noses to spite our face. Isn't that a fact?

Secretary CONNOR. Well-
Mr. ST GERMAIN. Difficult decision.
Secretary CONNOR. Yes. The decisions are difficult. You do have

to balance, on both sides of the fence, many opposing factors and then
arrive at a decision. The cases are not all clear cut by any means.

Mr. ST GERMAIN. And as a follow up to that, Mr. Secretary, I would
submit it is very hard to get these reports but I think that it probably
would be helpful to the Department if every 3 to 5 years there were a
complete review by the Congress of these matters so that you might be
benefited by the wise counsel of the Congress. That is my observation
on that point.

Secretary CONNOR. This has many advantages; yes, sir.
Mr. ST GERMAIN. The second point I bring up, very briefly, is on

page 4 you say aside from extending the duration of the act and ex-
panding the enforcement authority, you do not believe it necessary to
ask for any other amendment to the act.

Now, I went through your testimony very rapidly but I saw no
reference to the amendment that was discussed by Congressman Roose-
velt a little earlier.

Have you made any reference to that amendment in your testimony
this morning?

Secretary CONNOR. No, sir. There was no reference in the testi-
mony and as yet there is no administration position with respect to
this proposed law.
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Mr. ST GERMRAIN. Well, this proposed amendment is not new, I anm
sure, to the Department, or either to Congress or to State, because I
note the date of introduction on Mr. Multer's is January 4, 1965, and
I am puzzled as to why this has been glossed over completely or ignored,
so to speak, in the testimony this morning.

Secretary CONNOR. Well, I can assure you, sir, that it is under active
consideration.

Mr. ST GERMAIN. And when did this active consideration begin, Mr.
Secretary? Prior to your taking office? Or maybe one of your
colleagues could answer.

Secretary CONNOR. Many similar proposals have been considered in
past years, as I understand it.. This particular consideration in this
Congress has been going on for some weeks.

Mr. ST GERMAIN. They just started recently, in other words, to con-
sider this particular proposal.

Secretary CONNOR. This particular proposal has some unique fea-
tures which require new consideration.

Mr. ST GERMAIN. And you realize, I am sure, that there are some
Members of Congress who are very interested in your thoughts on
the subject.

Secretary CONNOR. Yes, sir. That has been made very clear to ius.
Mr. ST GERMAIN. Thank you. Nothing further.
The CHAIRMAN. Mr. Clawson.
Mr. CLAWsoN. Thank you, Mr. Chairman.
Mr. Secretary, it has been my observation over the past few years

that there has been an increasing opposition in American opinion
toward our foreign aid program, more specifically to the foreign aid
that has been extended to many of the Communist or Communist-
oriented countries. I am aware that in your statement you indicated
a rather delicate and sensitive control over any materiel that has to
do with military or strategic goods as far as our trade is concerned.
However, because of this opposition to foreign aid, I also have discov-
ered at least in areas that I represent, some of our people criticize trade
with Communist bloc countries. And some of this opposition has
been provoked as a result of specific situations that have developed
in these sensitive areas which are publicized more than usual, I refer
particularly to one in 1961 to 1963; 10 Lockheed C-130 troop transports
were exported to President Sukarno of Indonesia and these export
licenses were approved. Later the 10 aircraft were used in Sukarno's
takeover of Inan as well as military landings in Malaysia.

Now, in addition to these, export licenses were approved through
much of 1964 for export of spare parts for these same planes. Finally
licenses were denied, but only after much congressional objection, in
addition to some rather bitter discussion in the British Parliament
and British Ambassador discussions with our Secretary of State.

My purpose in asking this question is to determine what could be
done to speed up action and avoid the long extended delay in denying
these licenses when the need for denial is obvious.

Secretary CONNOR. Well, sir, as you say, the licensing of export of
some of these products has been a matter of public debate. The poli-
cies that we have followed give the first order of importance to the
national security considerations. Of course, in our relationship with
a country like Indonesia, we have our ups and downs and what seems
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to be a sensible decision from the point of view of foreign relations
and all other considerations may take a different look depending upon
subsequent events.

But we, of course, try to administer the act in accordance with the
tests on the facts that are available to us at the time. I personally
am not familiar with this particular transaction. Mr. Hockersmith,
are you 2

Mr. HOCKERSMITH. Yes. I am familiar with it and because of
reasons of foreign policy as well as national security and foreign
commitments of the United States, decisions were made to continue
the export of parts for these planes. The matter, of course, is under
continuing review because of the situation which has developed. But
so far there has been no decision that we would stop these parts from
going into Indonesia at the present time.

Mr. CLAwsON. I understood they were stopped, that licenses were
denied after the pressure built up to the point that it did.

Mr. HOCKERSMITH. I think perhaps, Mr. Congressman, you are
referring to the shipment of parts for military aircraft.

Mr. CLAWSON. Well, that is what these were.
Mr. HOCKERSMITH. Well, the
Mr. CLAWSON. I would certainly consider transports as military in

that respect.
Mr. HOCKERSMIITH. I'm sorry. I misunderstood. I thought you

were talking to the civilian aircraft.
Mr. CLAWSON. No. I specifically mentioned the 10 Lockheed C-130

troop transports.
Mr. HOCRKERS3ITH. I am afraid I didn't recognize the C-130 as

being the military type.
Mr. CLAWSON. This has been denied, but it took considerable time

before action on the denial. Congressional pressure and even the
British Government got into the act before the action was taken.
My question is about the delay. Couldn't there be a faster determina-
tion, particularly in view of not the ups in our relationship with Mr.
Sukarno but the downs that we have experienced more recently.

Secretary CONNOR. Well, in matters of this kind, of course, we ask
for and receive the advice of the State Department and in controversial
matters, of course, the President has the responsibility for the con-
duct of foreign relations. This whole Indonesian situation has been the
subject of a great deal of discussion and perhaps the decisions that we
make on a specific export licensing application necessarily would be
subordinated to the broader questions of relationships with that par-
ticular country.

Mr. CLAWSON. That was the case, then, in this particular instance.
Is that what you are-

Secretary CoNNOR. Yes, sir.
Mr. CLAWSON. Along the same vein, let me ask just one other, and

this is a question that perhaps you may or may not have the answer.
Have there been any instances whatever in shipments of radio and

communications equipment by U.S. firms or their foreign subsidiaries
to Castro's Cuba since our embargo ?

Secretary CONNOR. Mr. Hockersmith, can you answer that?
Mr. HOCKERSMITH. As far as I know there have not been any. Since

July of 1963, the Treasury Department under its Cuban assets con-
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trol regulations has imposed a prohibition against dealing with Cuba
by foreign subsidiaries of U.S. firms under U.S. management. Wheth-
er or not there had been any shipment prior to that time I am afraid
I can't answer.

Mr. CLAWSON. Subsequent to that it would have been a violation.
Mlr. HOCKERSIrrH. Yes, if the subsidiary were under U.S. manage-

ment. If there were no U.S. citizens, residents, or corporations par-
ticipating in the transaction except through their financial interest in
the subsidiary, then the transaction would be permissible under the
Treasury regulations. Such transactions, however, have been mini-
mized under a moral suasion program conducted by the Departments
of State, Commerce, and Treasury. These Departments employ their
best efforts to persuade American parent firms to instruct their sub-
sidiaries not to engage in such transactions.

Mr. CLAWSON. Thank you very much. I have nothing further.
The CHAIRMAN. Mr. Stanton and Mr. Cabell have asked for recogni-

tion. Mr. Stanton.
Mr. STANTON. Thank you, Mr. Chairman.
Mr. Secretary, I think Mr. St Germain answered my question. I

was just wondering whether or not you care to comment on Mr. Roose-
velt's remarks.

Secretary CONNOR. No, sir. I would prefer to await the develop-
ment of our position on the basis of all the information that is now
coming into us.

Mir. STANTON. Thank you very much.
The CHAIRMAN. Mr. Cabell.
Mr. CABELL. Thank you, Mr. Chairman. Two very short questions

for the record.
The CHAIRMAN. Then Mr. Todd..
Mr. CABELL. For the record, Mr. Secretary, on page 4 of your testi-

mony you refer to repeated minor violations not warranting cancel-
lation of the license.

Now, are we jockeying ourselves into a position by just imposing
a fine to where it would be profitable for the violator just to pay those
fiines if he is not threatened with cancellation of his license. I have
seen that happen in other matters where it is profitable just to go ahead
and pay the fine.

Secretary CONNOR. Mr. Cabell, our intent would be to handle a few
repeated minor violations after the warning letter with some kind of a
civil fine after the procedure that was discussed, but if the offenses
continue, then there is no reason at all why we can't proceed to the
more serious type of penalties, and this would be our intent. This
proposal, in other words, would just give us a broader range of arms
in the arsenal.

Mr. CABELL. It is not just a wrist-slapping thing. You will retain
that action.

Secretary CONNOR. Yes, sir.
Mr. CABELL. One more. It has often been alleged, particularly

with reference to Rumania, that they have violated the provision df
the reexportation of certain strategic or military material.

Now, without passing judgment on that, is your Department ready
to cut off all exports where such a violation, a patent violation, is
positively proven ?
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Secretary CONNOR. Yes, sir. We are prepared to take action in
situations where the agreement that led to our issuance of the license
has been violated and we have proof of it.

Mr. CABELL. Thank you.
The CHAIRMAN. Mr. Todd.
Mr. TODD. Thank you, Mr. Chairman.
Mr. Secretary, one of the other aspects of this act is to reduce the

inflationary impact of abnormal foreign demands, and to cut off the
excessive drainage of excessive materials. You can apply export
restrictions in that regard.

In your summary here of legal enforcement activities, case No. 5
awaiting hearing decision, there is a case involving exportation of
walnut logs to Canada. I was wondering whether these were
strategic materials and have an impact on foreign demands? Do
you know ?

Secretary CONNOR. Yes, I do. I have been involved in it person-
ally. After full consideration of the facts I decided to suspend the
export controls on walnut logs.

Mr. TODD. Was this because of the high price or are these strategic
goods ?

Secretary CONNOR. Well, the walnut logs are not currently in short
supply. The question was whether controls should be imposed on
the basis that the demand from domestic and foreign sources was so
great at the present time that the inventory of walnut would be used
up after a period of 8 or 10 years. It was my conclusion that the
continued imposition of the export controls on the basis of the de-
mand and supply factors was not warranted.

Mr. TODD. Well, I would like to make this comment, then. I think
this is an excellent reason that the Congress might want to review
this act in 5 years. I happen to have constituents who sold walnut
logs to put their children through college and in a case like this
where there is no, say, impact on the national economy or on the con-
sumer price level, I think it would be very appropriate to let free
market action set the price and to have also the demand for these logs
so that, in a sense, I think I might like to review this type of decision
5 years from now, providing I am here.

Secretary CONNOR. That, in effect, was the basis of my decision in
that case.

The CTAIRMrAN. Thank you, gentlemen, very much.
Secretary CONNOR. Thank you very much, Mr. Chairman.
The CHAIRMAN. Now we will hear from our colleague from Cali-

fornia, Mr. Roosevelt.
Mr. Roosevelt, we are glad to have you, sir. You may proceed in

your own way. I believe you said you would take about 10 minutes.

STATEMENT OF HON. JAMES ROOSEVELT, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF CAILIFORNNIA

Mr. ROOSEVELT. Thank you, Mr. Chairman. I want to express to
you and the members of the committee my appreciation for your
courtesy and to the Secretary for his courtesy in letting me come on
at this time.

48-042 0--5--6
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Mr. Chairman, with your permission and the permission of the
committee may I submit the statement in full?

The CHAIRMAN. Without objection, so ordered.
Mr. ROOSEVELT. I will paraphrase it in order to stay within the

10 minutes.
The amendment which has been submitted by the 20 Members,

who have been referred to, is an amendment to immunize American
exporters of goods and services from involvement in foreign boy-
cotts. We believe it would contribute to export expansion and trade
promotion. It would protect legitimate American business interests
in foreign markets. It would assert our determination to trade over-
seas where we wish to trade and in markets where there is a demand
for American goods and services.

It would provide long overdue protection, we believe, to smaller
American business firms whose export opportunities have been cur-
tailed by the harassment of trade restrictions arising from dis-
putes to which the United States is not a party.

Mr. Chairman, may I just say to you, sir, that your own record
in domestic matters in the area of removing unfair trade restrictions,
it seems to me, fits you very well to judge whether or not this is not
exactly in the same principle for which you have fought all your life.

I believe that the outstanding example of this situation at the
present time, is the Arab boycott. Nevertheless, we want to em-
phasize that this is not legislation which would apply just to one
situation because there is the continual threat that in many other
areas where disputes now exist, for instance, between Indonesia and
Malaysia, between Ethiopia and Somalia, between Iran and Bahrein,
in all of these areas these same preliminary steps have been taken, and
so what we have to say, while it is highlighted by the Arab boycott
against Israel, it does not apply just to this one situation.

I think we would like to point out some specific instances in which
it has been used and how it is used. American companies are sub-
jected to detailed questionnaires and requirements for documentary
justification with respect to their business dealings. American ex-
porters are required to submit invoices bearing negative certificates of
origin. These are not. the customary certificates attesting to the U.S.
origin of the commodities exported. They are attestations that the
commodities and their components are not of Israeli nor of German
reparations origin, and it seems to me that this is a level of humilia-
tion to which American companies have been exposed for the past 15
years and should no longer be exposed to.

I want to give a few specific examples.
The American businesses, large and small, have been subjected to

these irregular procedures. There was the threat last year to the
Chase Manhattan Bank to terminate its financial connections with
Israel. The Chase Manhattan Bank stood its ground and refused to
be blackmailed, and because of its size it was able to be successful in
this refusal.

On the other hand, there is the lady in Dallas, Tex., who operates a
small gift shop. She ordered some gloves from an Israel manufac-
turer and shortly thereafter she received a threatening letter and a
questionnaire from the Arab boycott office. She was affronted but her

28



REGULATION OF EXPORTS

other business would have been seriously impaired and she had no pro-
tection of any kind.

Then there was the American company that licensed an Israel
manufacturer to produce a key component of an appliance. This
U.S. company was approached by other American firms to which it
also supplied this component and who had been threatened by the
boycott office that their Arab markets were in jeopardy because they
used the components manufactured in the United States. The Amen-
can licensor, to its great distress, terminated its licensing agreement in
Israel.

These are but examples of the seeds already sown by such a boycott
in American commercial life. There are many more.

We believe that if it is sound policy for the Chase Manhattan Bank
to be able to refuse to submit to this threat, that certainly it should be
equally sound national policy not to subject smaller American firms
who do not have the size and the financial ability to be able to do
exactly the same thing. We believe that this Government should cer-
tainly undertake to give them that protection.

Our amendment seeks to cut off this unwarranted intervention in our
American business at its source, by prohibiting the supply of affida-
vits, the negative certifications of origin, and the response to ques-
tionnaires. In other words, by providing American businessmen
assurance that they need only observe the normally accepted practices
of international commerce.

May I say that in order to'dispel the notion, sometimes advanced, and
I believe the Secretary just advanced it by giving an example of the
fact that we have boycotts against goods going to Cuba, that the
United States practices trade restrictions similar to this boycott with
respect to Communist countries, one must understand that in our
export regulations we control the utilization of only American prod-
ucts, American processes, and American resources. We do not pre-
sume unilaterally to control products, processes, and resources origi-
nating in third countries, and that is the fundamental difference in
what we are asking this committee to consider.

We believe that this will be contrary to our American attitude of
fairplay in international commerce. We never have done it as an
American nation. Why should we allow other nations to do it to us
and to our American businesses ?

And so in our proposal, we seek to provide American companies
operating overseas a measure of fairplay backed up by some long over-
due, we believe, Government assurance and protection, and we believe
that this amendment properly belongs in this bill because otherwise
we will be trying to make legislation which would appear to be only
aimed at one particular situation.

We believe that with the renewal of this export legislation before you
it is time now to set down the rules that will apply across the board,
and therefore we respectfully suggest and urge that you give considera-
tion to our proposed amendment in the bill presently before you and not
as a special measure on its own.

The CHAIRMAN. Just a minute, Mr. Roosevelt, before you leave.
Depending upon the action of this committee in executive session, you
will be privileged to come back, either to the whole committee or to Mr.
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Ashley's committee, in order that the committee members may interro-
gate you. ·

Mr. ROOsEvELT. I shall certainly-
The CHAIRMAN. With that understanding is it all right to let Mr.

Roosevelt go?
Fine. You may be excused.
Mr. ROOSEVELT. Thank you, Mr. Chairman.
Mr. HALPERN. Mr. Chairman, before the witness is excused, I just

want to add that I subscribe to every word that the distinguished wit-
ness presented on behalf of several of our colleagues, one of which I
am privileged to be. I fully associate myself with his statement and
trust that the committee will take forceful and favorable action on
the amendment to this bill.

The CHAIRMAN. Thank you, Mr. Roosevelt. We will be in touch
with you.

Mr. STEPHENS. Do we have copies of the statement ?
Mr. ROOSEVELT. I will supply copies to every member of the com-

mittee, if you please.
(The statement of Mr. Roosevelt follows:)

STATEMENT OF HON. JAMES ROOSEVELT, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF CALIFORNIA

Mr. Chairman, members of the committee, I appreciate this oppor-
tunity to appear before the Banking and Currency Committee in sup-
port of the amendment introduced by 20 fellow Members of Congress
and myself to amend the Export Control Act of 1949 to protect Ameri-
can business from restrictive trade practices and boycotts imposed by
foreign countries against other countries friendly to the United States.

Our amendment is designed to immunize American exporters of
goods and services from involvement in foreign boycotts. It would
contribute to export expansion and trade promotion. It would protect
legitimate American business interests in foreign markets. It would
assert our determination to trade overseas where we wish to trade,
and in markets where there is a demand for American goods and serv-
ices. It would provide long-overdue protection to smaller American
business firms, whose export. opportunities have been curtailed by the
harassment of trade restrictions arising from disputes to which the
United States is not a party.

The chairman of this committee, during his many years in Congress,
has been in the forefront of the fight against domestic restrictive
trade practices. He is an experienced and expert legislator in this
area. And, a most effective one. The amendments we propose would
apply the same principle to which he has been dedicated on the
domestic front to the protection of American companies doing business
with foreign companies and governments.

The Arab boycott is an example of the type of restrictive mechanism
that has imposed itself on U.S. transactions in the Middle East for
more than 15 years. While it is a product of the hostile relationships
between the Arab States and Israel, the boycott has been projected
into third countries, and has been made a factor in their economic
relations with the Arab States and Israel. American business firms
have become involved in, and some victimized by, the practices of this
boycott. Our amendment would curtail this involvement, and would
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do so by offering American companies a simple, but clear, measure
of protection by their Government.

And there is no assurance that this boycott will be the last economic
lever of foreign political hostilities that will seek to ensnare U.S.
commerce, particularly if the United States does not exempt itself
from these irregular processes. There is the dispute between Indo-
nesia and Malaysia; between Ethiopia and Somalia; between Iran
and Bahrein. American oversea commerce can provide a tempting
object for all of them-if we continue to permit it to be such a target.
The remedy we propose is a simple one. It hurts nobody. It only
would benefit American exporters.

How do these freewheeling trade restrictions foisted on us by others
operate? The Arab boycott projects itself into the American busi-
ness scene by establishing special conditions for trading, by interroga-
tion, and by threat. American companies are requested to file affida-
vits affirming that they have no commercial dealings with Israel.
American companies are subjected to detailed questionnaires, and re-
quirements for documentary justification, with respect to their busi-
ness dealings in Israel.

American exporters are required to submit invoices bearing negative
certificates of origin. These are not the customary certificates attest-
ing to the U.S. origin of the commodities exported. They are attesta-
tions that the commodities, and their components, are not of Israel
nor of German reparations origin.

Such is the level of humiliation to which American companies have
been exposed for the past 15 years.

American businesses, large and small, are subjected to these irregular
procedures. There was the threat last year to the Chase Manhattan
Bank to terminate its financial connections with Israel. Chase stood
its ground and refused to be'blackmailed.

And there is the lady in Dallas, Tex., who operates a small giftshop.
She ordered some gloves from an Israel manufacturer. Shortly
thereafter she received a threatening letter and questionnaire from the
Arab Boycott Office. She was outraged at the affront.

There was the American company that licensed an Israel manufac-
turer to produce a key component of an appliance. This U.S. com-
pany was approached by other American firms to which it supplied its
component, and who had been threatened by the boycott office that
their Arab markets were in jeopardy because they used the component
manufactured in the United States. The American licensor, to its
great distress, terminated its licensing agreement in Israel.

These are but some examples of the seed already sown by such a boy-
cott in American commercial life. There are many more.

Our amendment seeks to cut off this unwarranted intervention in
our American business at its source-~by prohibiting the supply of
affidavits, the negative certifications of origin, and the response to
questionnaires. In other words, by providing American businessmen
assurance that they need only observe the normally accepted practices
of international commerce.

It is true that some economic giants in the United States, such as
Chase Manhattan, because of their stature, resources, and strong com-
petitive position, are able, independently, to resist this, or probably
any other boycott measures. However, there are other firms, smaller,
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newly venturing into the international market, and in a less favorable
competitive position, who feel compelled to respond to the boycott
tactics, no matter how distasteful. It is this category of company-
smaller American business--that would stand most to gain from the
protective remedy in our proposal. In refusing to comply with boy-
cott demands, they would have a Government export regulation on
which to fall back. Our proposal thus would assure equal treatment
for all American companies.

In conclusion, let me dispel the notion, sometimes advanced, that
the United States practices trade restrictions similar to this boycott
with respect to Communist countries. In our export regulations, we
control the utilization of only American products, American processes,
and American resources. We do not presume to unilaterally control
products, processes, and resources originating in third countries.
This would be contrary to our American attitude of fairplay in inter-
national commerce.

And so, in our proposal, we seek to provide American companies
operating overseas a measure of fairplay backed up by some long-
overdue Government assurance and protection.

We urge your favorable consideration of our proposed amend-
ments.

The CHAIRMAN. Members of the committee, may we take an evalu-
ation and determine whether or not we are ready to go into executive
session and pass on the questions we have discussed. Also the ques-
tion of foreign interest-I mean interest on foreign deposits.

Are we ready to go into executive session ?
Without objection, it is so ordered.
(Whereupon, at 11:25 a.m., the committee proceeded into executive

session.)
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CONTINUATION OF AUTHORITY FOR REGULATION OF
EXPORTS
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THURSDAY, MAY 13, 1965

HOUSE OF REPRESENTATIVES,
SUBCOMMi]rrE ON INTERNATIONAL TRADE,

COMl-rrrEE ON BANKING AND CURRENCY,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10 a.m., in room 2128,
Rayburn House Office Building, Hon. Thomas L. Ashley (chairman of
the subcommittee) presiding.

Present: Representatives Ashley, Stephens, St Germain, Weltner,
Gettys, Cabell, McGrath, Hansen, Widnall, Halpern, and Johnson.

Mr. ASHLEY. The subcommittee will come to order.
The purpose of the hearings this morning is to receive further testi-

mony on H.R. 7105, a bill for continuation of authority for regulation
of exports, and for other purposes.

Without objection we will introduce into the record at this point a
copy of H.R. 7105 and also copies of H.R. 627 and H.R. 4361, bills
introduced by our colleagues on the committee, Mr. Multer and Mr.
Halpern, as an amendment to the Export Control Act of 1949, together
with a list of cosponsors of those measures of which there are I
believe 24.

(H.R. 7105; H.R. 627 and H.R. 4361, with the list of cosponsors
follow :)

[H.R. 7105, 89th Cong., Ist sess.]l

A BILL To provide for continuation of authority for regulation of exports, and for other
purposes

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That section 12 of the Export Control Act of
1949, as amended, is repealed.

SEo. 2. Section 5 of the Export Control Act of 1949, as amended, is amended
by adding at the end thereof subsections (c), (d), and (e), as follows:

"(c) The head of any department or agency exercising any functions under
this Act (and officers or employees of such department or agency specifically
designated by the head thereof) may impose a civil penalty not to exceed $1,000
for each violation of this Act or any regulation, order, or license issued hereunder,
either in addition to or in lieu of any other liability or penalty which may be
imposed.

"(d) The head of any department or agency exercising any functions under
this Act (and officers or employees of such department or agency specifically
designated by the head thereof) may compromise and settle any administrative
proceeding commenced with respect to any violation of this Act or any regulation,
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order, or license issued hereunder, upon payment of a sum not to exceed $1,000
for each such violation.

"(e) The amount of any penalty imposed or sum to be paid in compromise
and settlement pursuant to subsections (c) and (d) of this section shall be
payable into the Treasury of the United States and shall be recoverable in
a civil suit in the name of the United States. Nothing contained in those subsec-
tions shall be construed to limit in any way (i) the availability of other admin-
istrative remedies with respect to violations of this Act or any regulation, order,
or license issued hereunder (ii) the authority to compromise and settle admin-
istrative procedings brought with respect to violations of this Act or any regula.
tion, order, or license issued hereunder on terms which do not require the pay-
ment of money, or (iii) the authority to compromise, remit, or mitigate seizures
and forfeitures pursuant to the Act of August 13, 1953 (67 Stat. 577) ."

[H.R. 627, 89th Cong., 1st sess.]l
A BILL To amend the Export Control Act of 1949

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That section 2 of Export Control Act of 1949,
as amended (50 App. U.S.C. 2022), is amended by adding at the end thereof a
new paragraph as follows:

"The Congress further declares that it is the policy of the United States to
oppose restrictive trade practices or boycotts fostered or imposed by foreign
countries against other countries friendly to the United States."

SEC. 2. Section 3(a) of the Export Control Act of 1949, as amended (50 App.
U.S.C. 2023(a)), is amended by adding at the end thereof a new sentence as fol-
lows: "Such rules and regulations shall prohibit, in furtherance of the policy
set forth in the last paragraph of section 2, the taking of any action, including
the furnishing of information or the signing of agreements, by domestic concerns
engaged in the export of articles, materials, or supplies, including technical data,
from the United States which have the effect of furthering or supporting the
restrictive trade practices or boycotts fostered or imposed by any foreign country
against another country friendly to the United States."

[H.R. 4361, 89th Cong., 1st sess.]l

A BILL To amend the Export Control Act of 1949

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That section 2 of the Export Control Act of
1949, as amended (50 App. U.S.C. 2022), is amended by adding at the end thereof
a new paragraph as follows:

"The Congress further declares that it is the policy of the United States to
oppose restrictive trade practices or boycotts fostered or imposed by foreign
countries against other countries friendly to the United States."

SEC. 2. Section 3(a) of the Export Control Act of 1949, as amended (50 App.
U.S.C. 2023(a)), is amended by adding at the end thereof a new sentence as
follows: "Such rules and regulations shall prohibit, in furtherance of the policy
set forth in the last paragraph of section 2, the taking of any actions, including
the furnishing of information or the signing of agreements, by domestic concerns
engaged in the export of articles, materials, or supplies, including technical data.
from the United States which have the effect of furthering or supporting the
restrictive trade practices or boycotts fostered or imposed by any foreign
country against another country friendly to the United States: Provided, That
nothing contained in this sentence shall be construed to authorize the imposition
of any sanction against any business concern in a country friendly to the United
States which is engaged in the export of articles, materials, or supplies, includ-
ing technical data, to the United States and to any foreign country fostering or
imposing such restrictive trade practices or boycotts."



REGULATION OF EXPORTS

COSpONSORS OF BI.Ls SIMILAR OR RELATED TO H.R. 627 AND H.R. 4361

Charles S. Joelson (N.J.)-__ H.R. 4359 Ogden R. Reid (N.Y.)------ H.R 7263
Jonathan B. Bingham Sidney R. Yates (Ill.)----- ELR. 7331

(N.Y.) ------------------ H.R. 4360 Brock Adams (Wash.)---- H.R. 7359
James Roosevelt (Calif.)___-- H.R. 4362 Samuel N. Friedel (Md.)_ H.R. 7407
John V. Lindsay (N.Y.)__-- H.& 4363 Robert H. Michel (Ill.)--..-- H.R. 7751
Paul J. Krebs (N.J.)------- H.R. 4364 Florence P. Dwyer (N.J.)--__ H.R. 7839
Joseph G. Minish (N.J.)--- H.R. 4365 Frank J. Horton (N.Y.)...-- H.R. 7863
Edward J. Patten (N.J.)--- H.R. 4405 Fernand St Germain (R.I.)- H.R. 7873
William F. Ryan (N.Y.)___ H.R. 4802 William D. Ford (Mich.).- H.R. 8006
Leonard Farbstein (N.Y.)-- H.R. 5603 Thomas C. McGrath, Jr.
Emanuel Celler (N.Y.) -_-- H.R. 6464 (N.J.) ---------_------_ HR 8104
James H. Scheuer (N.Y.)-- H.R. 6581 Benjamin S. Rosenthal
Jacob H. Gilbert (N.Y.)___ H.R. 6823 (N.Y.) ------------------ HR 8128
Joseph P. Addabbo (N.Y.)_ H.R. 6847

Mr. ASHLEY. The purpose, of course, of introducing H.R. 627 is to
lay forth the measure that is really the subject of these hearings;
namely, the amendment, the proposed amendment which would deal
with the so-called boycott.

Next, at this point in the record, without objection we will introduce
the departmental report dated April 28, 1965, from the Department
of State expressing the views of the Department of State with respect
to H.R. 627 and similar bills.

(The report referred to follows :)
DEPARTMENT OF STATE,
Washington, April 28, 1965.

Hon. WRIGHT PATMAN,
Chairman,
Committee on Bankina and Currency,
House of Representatives

DEAR MR. CHAIrMA': This is in further response to your request for comments
on H.R. 627. This bill would amend section 2 of the Export Control Act of 1949,

as amended, by adding a new paragraph which states that it is the policy of the
United States to oppose restrictive trade practices or boycotts fostered or imposed
by foreign countries against other countries friendly to the United States. Sec-

tion 3(a) would also be amended so as to prohibit domestic export concerns
from furnishing information or signing agreements which have the effect of
furthering or supporting such restrictive trade practices or boycotts.

Apparently this proposal is directed at the Arab boycott against Israel and,

specifically, at questionnaires requesting businessmen to supply information as
to vwhether they transact business with Israeli persons or firms. However, it
would apply equally to information requested by the Israeli Government as to co-

operation with the Arab States.
There should be no doubt about the position of the Department of State toward

the Arab boycott: The Department has consistently opposed the boycott as a
barrier to peaceful progress in the Near East. And, although the boycott con-
tinues, the Department and our missions abroad have been able to persuade
some of the Arab States to moderate the practical impact of the boycott on Ameri-
can companies operating in the Near Eastern areas.

The majority of American companies which trade with Arab concerns, and
some which also trade with Israel, are not affected by the boycott; nor are firms
which deal only with Israel, although as a matter of principle some object vigor.
ously to warning letters sent by the central boycott office in Damascus.

Israeli officials have maintained and continue to maintain, that the Arab boy-
cott is ineffective. This contention would appear to be borne out by the fact that
Israel's exports have increased from $179 million In 1959 to $350 million in 1963;
imports from $430 million to $674 million in the same period.

H.R. 627, if enacted would not be likely to end the Arab boycott. Rather, it
would more probably have the effect of stiffening Arab attitudes and minimizing
the degree of cooperation that the Department has been able 'to obtain from some
of the Arab countries. Specifically it would:
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1. Prevent American firms, some of which trade with both Israeli and Arab
companies, from trading with the Arabs.

2. -Seriously harm our sizable commercial relations with Kuwait and Saudi
Arabia, with adverse effect on our already negative balance of international
transactions.

3. End cooperation with the United States by several Arab States which have
recently been very cooperative on boycott actions.

4. Prohibit actions which we ourselves must practice in enforcing U.S. legis-
lation regarding trade with Cuba by other countries. Our vulnerability to hos-
tile propaganda would be increased thereby.

Moreover, the findings set forth in section 1 of the Export Control Act have to
do with (a) materials in short supply at home and abroad, and (b) unrestricted
export of materials from the United States without regard to their potential
military and economic significance. Since these findings provide no basis within
the purposes of the act for the amendment proposed by H.R. 627, which does not
restrict exports, this amendment appears to be outside the proper scope of the
Export Control Act.

For the reasons which I have set forth this Department does not favor adoption
of H.R. 627.

The Bureau of the Budget advises that from the standpoint of the administra-
tion's program there is no objection to the submission of this report.

Sincerely yours,
DOUGLAS MACARTHUR II,

Assistant Secretary for Congressional Relations
(For the Secretary of State).

Mr. ASHLEY. Our first witness this morning is Secretary Ball from
the Department of State. We are very privileged to have you, Mr.
Secretary. We are aware of the demands on your time, particularly
since you are wearing more than one hat at this particular moment
in Secretary Rusk's absence. Secretary Ball is Acting Secretary of
State.

We do appreciate your presence here, Mr. Secretary, and we will pro-
ceed with your testimony. You may, of course, proceed in any manner
that you wish and we will try to respect as best we can the demands on
your time. We know that you will have a Cabinet meeting later on in
the morning and we will do our'best to get you out of here.

STATEMENT OF HON. GEORGE W. BALL, ACTING SECRETARY OF
STATE; ACCOMPANIED BY PHILLIPS TALBOT, ASSISTANT SEC-
RETARY OF STATE FOR NEAR EASTERN AND SOUTH ASIAN
AFFAIRS; DOUGLAS MacARTHUR II, ASSISTANT SECRETARY
FOR CONGRESSIONAL RELATIONS; AND PHILIP IL TREZISE,
DEPUTY ASSISTANT SECRETARY, BUREAU OF ECONOMIC AFFAIRS

Secretary BALL. Thank you very much, Mr. Chairman. I returned
only yesterday from the NATO meeting in London. As a result, I
have not had time to prepare a careful statement, but I would like to
address some observations this morning at H.R. 627 which would
amend the Export Control Act of 1949 by prohibiting domestic ex-
port companies from taking any actions, including the furnishing of
information or the signing of agreements that have the effect of fur-
thering or supporting restrictive trade practices or boycotts imposed
by foreign countries against other countries friendly to the United
States.

This legislation, Mr. Chairman, would in our judgment be harmful
to the best interests of the United States and the administration is
strongly opposed to its enactment.
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The United States is currently conducting extensive programs of
economic denial itself, programs directed at economic denial against
Communist countries. The best known of these programs, of course,
is the one that we direct against Cuba, but our Government also im-
poses a number of restrictions that, taken together, constitute an
embargo on United States trade with Communist China, with North
Vietnam, and North Korea, and that sharply restrict United States
trade in strategic goods with other Communist countries.

It may be helpful if I were briefly to summarize the most significant
of these restrictions.

First, under the Trading With the Enemy Act, U.S. firms are pro-
hibited from virtually all transactions with Communist China, North
Vietnam, North Korea, and Cuba.

Second, the Battle Act requires the termination of military, eco-
nomic and financial assistance to any nation that knowingly permits
the shipment of strategic items to Communist bloc countries.

Third, special restrictions are imposed under the Export Control
Act on the shipment of U.S. goods and technology to Communist
countries.

Fourth, we condition our foreign assistance to friendly countries
upon their refraining from specific kinds of transactions with Cuba.
The Foreign Assistance Act, for example, prohibits assistance to
countries that have not taken appropriate steps to prevent their ships
or aircraft from transporting cargo to or from Cuba.

Fifth, as a matter of policy, no U.S. cargo may be shipped on ves-
sels that trade with Cuba and every effort has been made to discourage
friendly countries from exporting critical materials to Cuba.

Now, obviously, if we are to enforce these programs of economic
denial effectively, we need the assistance of foreign firms and govern-
ments. Otherwise we could never adequately police the restrictions
that we impose under the programs.

For this reason, we consistently call upon foreign firms and govern-
ments to furnish a substantial amount of information concerning their
international trade. Much of this information is similar to that which
U.S. concerns would be prohibited from furnishing under the pro-
posed legislation.

Mr. Chairman, I have with me some sample forms which are used
to adduce the information that we need from firms abroad. I could
have these handed to you if you care to look at them. They are simply
examples of the type of form that we use.

Mr. ASHLEY. Yes. Without objection I think it will be the thought
of the committee that those should be introduced following your
testimony, Mr. Secretary.

(The forms referred to follow:)

39



40 REGULATION OF EXPORTS

CERTFICATION ARD ASSURANCE

The undersigned

(herein called
(Aadress)

the "Controlling Party"), hereby certifies as follows:

I

Purpose of Certificatio and Asssurance

1. Shis Certification and Assurance is made to the United States

Government for use in determining the eligibility of vessels listed

in Annex 1 hereto to carry United States Government-sponsored cargoes.

II

Vessels under Control of Controlling Party

1. Annex 1 hereto contains a true, correct and complete list of

vessels currently under control of the Controlling Party, together with,

in the ease of vessels currently under charter or other contractual obligations

requiring that such vessels call at Cuban ports or depriving the Controlling

Party of the right to direct their noveMents, a true, correct and ccplete

description of aay contractual obligation with respect to each vessel listed,

including the name and type of the vessel, owner, charterer, type of charter

and trading limits, date of charter, and date of commencemnt and expiration

of charter. As used herein, "control" shall include any means by which the

move ent or employmnt of vessels may be directed, including ba not lidtea

to ownership, charter, agency, manageent or operating agreement, or otherwise,

either directly or indirectly.

2. None of the charterers listed in Annex 1 hereto are parties through

which the vessels listed are or Imn be under control of the Controlling Party.

3. So long as it remains the policy of the United States Governmnt to

discourage trade with Cuba,

a) none of the vessels listed in Annex 1 hereto will henceforth be

exployed in the Cuba trade, except as provided in paragraph b); and

b) vessels listed in Annex 1 hereto which are covered by contractual

obligations, including charters, entered into prior to December 16, 1963,

under which their employment in the Cuba trade nay be required, shall be

withdramn from such trade at the earliest opportunity consistent with

such contractual obligations.
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4. Mne Controlling Party will exercise all rights it my have

under charters or other contractual agreements, including the right

to terminate or give notice of non-reneval and the right to direct

mrvement of vessels, to the end that such vessels cease calling at

Cuba at the earliest possible time.

Vessels Calling at Cuba

1. Annex 2 hereto contains a true, correct anl complete

list of those vessels shoun 'n Aanax 1 that have called at a Cuban

port on or after January 1, 1963, and the date and circumstances of

each such call.

2. Tae United States Governennt will be notified of any vessels

under the control of the Controlling Party which may hereafter call

at a Cuban port by i odiate coa-moication to the United States

Maritime Administration, including the date and circumstances of each

such call.

IV

Vessels Coming under Control of the Controlling Party

1. So long as it remains the policy of the United States Govern-

nent to discourage trade with Cuba, no vessel which masy hereafter come

under control of the Controlling Party or the other parties hereto

will call at Cuban ports.

2. Annex 1 hereto shall be kept current by 4imediate comn-nication

to the United States Maritime Administration concerning the acquisition

of control by the Controlling Party of any vessel not listed therein,

or concerning the disposition by the Controlling Party of any vessel

listed in Annex 1 or any amendment thereto.

(Shipowner or Company Official)
Embassy or Consulate of the United States of America

Subscribed and sworn to before me
Consul of

the United States of America at
, duly commissioned

and qualified this day of

Consul of the United States
of America
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The undersigned parties hereby authorize ane approve the foregoing

Gertification and bsurance and agree to be parties thereto.

(Title:

Ebassy or Consulate of the United States of America

Subscribed and svorn to before me
Consul

of the United States of America
t , ,duly

eocissioned and qualified this
_ day of

Consul of the United States of
America

J
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RM FC427 U.S. DEPARTMENT OF COMMERCE
v. 10-28-US) BUREAU OF FOREIGN COMMERCE

IMPORT CERTIFICATE
CROSS-REFERENCE CARD

(To be submitted by U.S. importers in connection with Import Certificate)
(Declaration of Destination on Selected U.S. Imports) (Form FC-826)

NAME OF U.S. IMPORTER

RESERVED FOR OFFICIAL USE

STREET ADDRESS NUMBER

CITY, ZONE. AND STATE DATE

USCOMM-DC so046
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REGULATION OF EXPORTS

UNITED STATES DELIVERY VERIFCATION

FOI iCINI US. OPARTMENTOF COMMtERC E UJ. 0t)IARTKINT or STATI U.L BUREAU P CUSQTOM
romr DY. AumEr o, oalc. o,
(.XIuEI ITKr ONAo. C OM MC......... O_ r t I- CON. TR. DISTRIC T #O.

DELIVESRY VERIFICATIO

.k)M.. C -W tot t oit · De(ivts' Vrificatiol. ch U.S- iMlMt.n WblNl tbi oT OF
,hi It i. tlMlt,. fM nrtifciit tt the Cdlt( of C-ua U.S. itro-, ib -
qqinrd to -APIne tlj it t tk. hi. 4ottt p the penoib lldLkd -F. OHicicl U.e Ody'
The Cllecw ol Ctaut rill ctniy Ddi/y Vjilicmtit ooly ffhn tie iptito bE8
ht deitetd tt tTh U.S. iMse. The dul, tnified Il. shll WtI bhe ditmbe-d by the
U.S i*onn o thp e Iorni t on - o, btiee ditmoM of b Ace-dice with t ttrurut _

THIS CERTliICATION ArPPLIES ft 1. foi, *eds d-

I 1sf Ctfilcte b..
Dqtdto of D=tc= t FO t iSO Epots f blitti-_ Itl No.

IAl IXOIITE rDlo FtRM_ a d W)

IB Y (R And my e (N G_) ~-- IC) WEAR IK/OIRTD * iOT Y (i d- m)

lo) ARIVtD (fMi M p n) IEl DATC OF ARRIVAL

IF) ""aE OF SHIP, AIRC"F.t OR CARRIER

(GI NUMIER AID KINDS I(H (l *MET IJI TOTAL VALUC AND

Or PACKAGESC TIS or OF OODSE )UAIT. TE 01 DLIVERY

FOR OFFICIAL USE ONLY
ENTERED OR

D *AREHOUSE NTRY D CONIISUPTION ENTRY

DATE OF KETRY
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REGULATION OF EXPORTS

rm Approved: Budget Bureau No. 41-R144W1.

·- · U.S. DEPARBTMENT OF COMMERCE Date
SUNKKU OF ItITMINATtKOAL COMMERCE

OFI CL OF EXPORT COmTWCI.

Cbe No.

NOTIFICATION OF Apponso Refereree No.

DELIVERY VERIFICATION REQUIREMENT

Import Certificate No.

In reply refer to:

8544

IMPOtTANT NOTICE
LICENSEE: You are required to provide the Office of AGENT OR FREIGHT FORWARDER: When this Form
Export Control with a document verifying the delivery IA-43U is ttached to a iUcense which has been for-
of each shipment made against the attached lcense warded by the Office of Export Control to an agent
Lssued in connection with the above case . For your or freight forwarder of the licensee It is the responsi-

Information. Instructions on what you must do about bilty of the agent or freight forwarder to notify the
obtining and submitting Delivery Verification docu- licensee that verificatlon of delivery Is required for
ments wfil be found on the revere saie of the Duplicate exports made against the license.
Copy of this form.

Cheek Item 1, 9, or 8, au pplicable, and complete Item 4. The ORIGINAL of this form must be returned to the Office of
Export Control, A1TN 8544 a soon as you have received all delivery verifiction documents for shipments made
against the attaehed lieense. (See pararaph A3 on the bark of the Duplicate Copy.)

1. Q The total quantity authorized for export by this

license has been exported and all delivery veri-
fication documents are attached hereto.

2. [ A part of the quantity authorized for export
by this license will not be exported. Delivery

verification documents covering all commodities
exported are attached hereto.

3. 0 No shipment has been made aganst this license
and none is contemplated.

4. The license is:

a. [] Returned herewith for cancellation.

b. Q On deposit with Collector of Customs or Post-

master located at:

Port or City

Print or type name of Ulicenee Print or type name and title of authorized repreentative

Date digned Signature of authorized representaUve

52
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REGULATION OF EXPORTS 53

For A-mated; BudaF Bieau No. 41-RIqlT

,orU PC,, - U.S. DEPARTMtENT OF COMERCE
BUREAU OF IT'ERNATIO*AL CONmERCE

OFFICE OF EXPORT CONTROL

STATEMENT BY ULTIMATE CONSIGNEE IN SUPPORT OF
PROJECT LICENSE APPLICATION

INSTRUCTIONS

THIS FORH TO BE USED ONLY RY A FOREIGN CONSIGNEE IN SUPPORT OF A PROJECT LICENSE
APPLICATION FILED BY A UNITED STATES EXPORTER. This Iorm must be submitted by the foreign
conaisare named in item I to the Unied Sltes exporter .naed in item 2 who will flord it to thbe Office
of Exporn Control The signature required in item 5 must be that of · respnslible fdlical who ji autho-
iXed to bind the hilmrte cosgniaee to the commitments ca;de in thius -tlement.

1. Ultimate Consignee 2. United States Exporter
Name Name

Street
and Street

o~~~~~~~~~numbern

City
nod City,
catnmrfyzne

Reference No. nIe(if desated) Stat

3. Reqest

I (Se) request that this statement be considered a pact of the project license application filed by the United ,tates

exporter nmed in intem 2 above for export to me (us) of dthe t data d escbed in such

application 4uring the nalidity period of the project license. The nature of my (our) business is

My (Our)business relationship with the United States eaporter named in Item 2 is

fcoauctusl. Itaochise. subsidiay. etc.)

and I (we) have had this business relationship for years.

4. Detailed description of project (include as attachment to this form).

S. Ceifictifiction

I (e) hereby ceify th he echnical dtie imported for use in connection with the project will not be disposed

of or used for any other purpose than that described in the attached description of the project and will not be reexported
without approval of the Office of Export Control.

Sign here

Sianae of official of lora ned in tIr Ie(see bove isoUctioMs)

Type m
Fptmt

Nane and tile of perso sialins this st temeN.

Ul-Ot -EDC aOt toDt
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Fin Appmved; ud4et 5r-a No. 41-U2022

.s..u FCJ- U.S. D4CPA5TNET 0F COCEtCE 1. NAME AND ADDRESS OF FOREIGN FIRM

STATEMENT BY FOREIGN IMPORTER
OF AIRCRAFT OR VESSEL REPAIR PARTS

Isstrutions: All items on this form must be completed. The CITY
signature required in item 7 must be that of an official of the
foreign fim. If more space is needed, attach am additional C
copy of this form or sheet of paper signed As in item 7. Pars-
graph 7(d) of the certification may be deleted if the foreign sEsllrscs so N1 Oss.IsD)
firm requests a waiver of inspection of its business records.

2. Rquest

I (Ve) request thst this st tement be considered a part of every application for export license submitted to the
Bureau of Foreign Commerce during the period ending on June 30 of nest yewr, or on
(show earlier termination bere, if desired), covering shipments to me (us) of commodities described in item 4
below to be used in the msintensnce, repair, or sericing of

3. NHm of B sionss

a. The nature of my (out) usual business is
Ppoetry _ d sip rm sssbs ,.st d lnaroam speI cho. tte_..

_yp r_ r. .tr)

b. Types of vessels or sircraft enrviced or repaired:

(11cU S. J8 j el.-d risnt, t.--. ., hascsi. pImLt-.sQ d n.,ft. Js.tetl, dl-stl e .. -P tkstr. reos-stns

c. Types of services tendered:

nh-p* a *saonrdtntne m ft-me.. t ..e .r J.r -.s d .r. d es5 a h....e .*)

d. Number of yetas in business:

4. Commodities - I (We) have plsced or will place orders with U.S. exporters for the following commodities indicated
below (describe commodities in general terms, e.g. turbo-prop engines, aircraft hardware, communication
equipment. etc.)

Commodity Description
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5. Ce nts (Add moy additionl ertinent cts relating to the iotended ed-se or nture of business.)

6. Assistance in preparing statement (Names and addresses of persons other than employees of the foreign firm who
assisted in the prepsration of this statement.) If assistuace haus not bee obtained, enter the word "None."

7. Coreglleate

I (We) certify that:
a. I (We) expect to import, or have imported from the United States commodities described in item 4 for use

in the repair, maintenance, or servicing of vessels ot aircraft. These commodities will not be reexported
in the form received or otherwise disposed of in sty manner without the prior approval of the Burenu of
Foreign Commerce.

b. The commodities imported will not be used in the repair, maintenance, or seicin of vessels or ircrft
under the registry, ownership. operation, charter, lease or control of any country in the Soviet Bloc,
Cnemunist Chin, North Kote, the Communist-controlled area of Vier-Nam, Poland (includin Danzig),
or Cubs, or a national of any of these countries, or of vessels or aircraft owned or operated by, or char-
tered or leased to, the Armed Forces of the Dorinican Republic, unless prior approval is received from
the Bureau of Foreign Commerce.

c. The commodities imported will be received and stored at
*(Address. ity *d cm,)

d. I (we) will maintain records, in the detail set forth in the United States Export Reulntions, of commodities
imported from the United States snd supplied to vessels or aircraft, for a period of three years from the date
the commodities are supplied to such vessel or aircraft. These records will be available for inspection,
uoon demand, by the Bureau of Foreign Commerce or by a United States Foreign Service post. (See Section
373.3(f) (2) of United States Export Regulations for required records.)

e. I (We)certify that all of the facts contained in this ratement e true and correct to the bhe of our Lnowl-
edge and belief and we do not know of any additional facts which are inconsistent with the above statement.
A supplementl statement will be sent to the Bureau of Foreign Commerce, disclosing sny change of facts
or intentions set forth in this statement which occurs after the statement has been prepared snd forwarded.

(SiEti.1 o r .en sm e neIi. s - Is. '.n 1.)

Type or
print

(io. t emf p- . 5b1W. dtnCs)

DO NOT WRITE BELOW THIS LINE . FOR OFFICIAL USE ONLY

Not dpptoved unless tp e oaHicial Action taken by U.S. Department of Commerce:
valid·ti sump appears hereon.

Validation OIseOvEn EXPIRATIOS DATE

STATION no.
E] .EcTED

U.S. Department of Commerce
Bureau of Foreign Commerce
Washington 25, D.C.

tDnt.

es r5tg.- 5iOiutuO 
f~~~
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FOd PC.Il U.S DEPARTrmET OF COMMErCE I. NAME AND ADDREllSS OF L. EXPOIITER
i4-.* O BUREAU OI)TER*I. ATIOAL CO. ItOEC

OFtCE O i .o.osOn CO. ItOL. NAME OF lIti

REQUEST FOR AUTHORIZATIOM TO DISTRIBUTE
UIITED STATES ORIGIN CMMOITIES STRET "D "UNT R

STOCaED ABROAD TO APPROVED CUSTOMERS

INSTRUCTIONS: All items oo thi flo t be ompleted. T CITY TATE
signature required in Itm 7 mont be that of n oflicil' of the
eoponiol firt. This form shabll be osbmittLed in si copies to:

U. Depunsest of Co.merce
Burele of I.ternatiooal Cwr ece REPESRENCE MUMrBER f d Ito
Office of Eopot Cotafl
Wbshingt-o 25, D.C.

2. REQUEST -I (W) rqet hat this statement be consideted INDICATE EARL.Er TERMINATION DATE L(I deebd
p of e ery pplicltn .. ot ex pot license submined to he

Ollice of Etpott Co.sol dui.o tsh p oiod .di.fg s luDo 5d
of nest yesr, ot to (¢eneJhr tntlMftra d4e.l
covering shipments by me (us) in cco.dince with the certificatioo
set loth inltem 7 of commodites decrtibed in tem5 whi ch, ill STREET CITY AND COUNTRiY WERE COMMODITIES ARE TO
be either: () tchekd it (pecily toctEYon) in o OdtEn
for distribution by the distributol nmed in Item 5or (b) shipped
dtectly Irom the Unoied States.

3. NAME AND ADDRESS OF DISTRIfIUTOR (. dr n.._ Ct, 4. NATURE OF BUSINESS RELATIONSIfP nITH DISTRIBUTOR
e. ceunby) NAMED IN ITEM 3

(C5 s epp.etrte &a d. tel Ieto.)

C oT-s (DMeeft W)

S. COMMODITY DESCRIPTION (D.tbe AltI)

6. COMMENTS (Addy dltial petetl tIct I Bw to te. d.ob r- ar i Wll e /ntS IAt 
2
i14 _oe)
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7. CERTIFICATIr

I (w.) certify dth
. I (We) and our distributor named in Item 3 above ill stock the coumodities described in Item 5 above within

for disttibution.
(oofl yan s oa d ls ID b 'a . JbkCd)

reexpormtrio, or snle in that country, or in other conoriesa, exclusively ro cousomers approved by the Office of
Export Contol, or will supply these commodities directly from the United States to these pproved customers
upon instructions of the distributor to fill an urgent or specialized requirement. These commodities Will in no
case be distibuted reeported, sold or othermise disposed of to any peraos in any country where there is ra-
son to believe that the commodities will be r eexporred to · destination not authorized by the Office of Export
Control.

b. Under no ondiions ill the commodities described in Item 5 be diibuted dieet or mdreu ymmW
4 .- .__'- _ m ! o unless specifically uodhorized by the Office of Eport

Conrol.

c. I (We) od our distributor hve obtained or shall obtain from each customer for the commodities described in
Item5, sincompletedcopies of Form FC-243 and·hall submitthese Foams FC-243 to the Office of Export Control
in support of this Form FC-143. In no case will distribution be made to ny person or firm until a validated Form
FC-243 is returned to me (us) from the Office of Export Control for that person or firm or until specific author-
ization is received from the Office of Export Control. In ddition, whever applicable, I (we) shall obtain a
Swiss Blue Import Certificate or a Yugoslav End-Use Certificate showing the United States as country of origin
for the exportation or reexportarion to these destinations.

d. I (We) and our diastributor shall retain for a period of three years from the date of validtion or rejection the re-
turned copies of this Form FC-143 and all Forms FC243. The original copies of ny Swiss Blue Import Cer-
tific·te or Yugosla End-Use Certificate and sny other records regarding the distribution or direct exportation
of the above deseribed stocks shll be retained by the distributor for three years from the date ofthedistribu-
tion or exportation, One copy of ench Form FC-243 shall be retained at the office from *hich distribution from
the foreign-based stock is controlled. These forms and records shall be made available for inspection upon
demand by the Office of Export Control or · Unired Statres Foreign Service Post, or other accredited rep-esen-
trtive of the United Ststes goverrment.

e. All of the hfacts contained in this statement re true and correct to the beat of our knowledge sud belief nd I
(we) do not know of any additional fcts which re inconsistent with the above statement. A upplemental
statement vill be sent to the Office of Export Control for its approval, disclosing ny change of facts or inten-
tions set forth in [his Statement which occurs after the statement has been prepared eod forwrded.

SGNATURE OF OFFICIAJl or rl d-E l* #0 INTEM I oDT WOr D

IT NA or PFRSON SGniG THiS DOCUMENT IL

TE mIT

The making of *ny hl ae tntement or the concealment of any mrterinl fict or failure to file required information may
result in denial of participasio in United States export. Noarial or Governmentnl certification is ort required.

DO NOT WRITE BELOW THIS LINE . FOR OFFICIAL USE ONLY

NOT APPROVED UNLESS THE OFFICIAL VAUDATION STAMP ACTION TAKEN BY UNITED STATES DEPARTMENT OF COMMERCE
APPEARS HEREON

EXPIRATION DATE

f APPROVED

REJECTED

United Stares Deparment of Commerce
Bureau of Inreratrional Commerce
Office of Export Couol
Washingron 25, D.C.

___.co~~ __en -l~~~.__ 14-1-sn ff ~ ~ ~oi
uScoru.Dc r.O......tu cs -- --..
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Secretary BALL. Thank you, Mr. Chairman.
The Export Control Act regulations, for example, require foreign

companies to provide detailed information on the nature of their
business, the nature of their customers' business, the proposed dis-
position of commodities obtained from the United States, the use of
the commodities, and specific certifications that the foreign firms will
not dispose of listed commodities to any countries not approved for
export.

There are numerous other similar U.S. regulations requiring foreign
firms and governments to provide information and we request and we
receive substantial amounts of additional information that these firms
and governments are not required to furnish by our regulations, simply
as a matter of cooperation with us.

All of this information is essential to make our economic restrictions
against trade with Communist countries effective.

Now, in our judgment, Mr. Chairman, if H.R. 627 were adopted,
it could well provide a justification for foreign governments to refuse
to provide this type of information and to prohibit their domestic
concerns from doing so.

May I say that no economic denial legislation or boycott legislation
which tends to interfere with the free flow of commerce is ever very
popular and we have spent a great deal of time building up the co-
operation of foreign governments to encourage their firms to provide
the information that we need.

Consequently, we would be very reluctant to see the U.S. Congress
pass legislation which would restrict U.S. firms from cooperating with
foreign governments even though we do not sympathize with the
reason underlying the kind of embargo or restrictive legislation which
those foreign governments are applying.

I think the consequences of legislation of this kind could be to do
great damage to our economic denial programs by sharply restricting
our ability to enforce them. This could have particularly serious con-
sequences with respect to our sanctions against trade with Cuba. I
seriously doubt whether these sanctions could be as effective as they are
now were foreign firms and governments to cease their cooperation
with us, and any weakening of our economic denial program against
Cuba would, of course, jeopardize not only our own interests but the
interests of the entire Western Hemisphere.

As we are all aware, the main thrust behind this proposed legisla-
tion comes from interests that oppose the Arab boycott against Israel.
This boycott seeks to strike at Israel by blacklisting firms that do
business with it. I need hardly tell this subcommittee that the admin-
istration deplores the Arab boycott. It represents an Arab policy
that the United States has opposed for many years and that we will
continue to oppose. But the administration cannot support this legis-
lation for it would endanger our own programs of economic denial
against the Communist countries and particularly Cuba.

For this reason I urge that this subcommittee not approve this
measure.

Thank you, Mr. Chairman.
Mr. AsHBY. Thank you, Mr. Secretary.
I wonder if it would be possible for you to spell out perhaps in a

little greater detail the kind of repercussions that you foresee in terms
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of our commercial relationships with friendly countries if the pro-
posed legislation in the form of the amendment to the Export Control
Act is adopted.

Secretary BALL. The central problem we foresee in it, I suggest,
is the impact it would have on the kind of cooperation we are receiving
in the enforcement of our own economic denial programs. We have
concluded after considerable experience that our economic denial pro-
gram against Cuba, for example, is of very considerable importance
not only to the United States but to the whole Western Hemisphere.

The Cuban economy at the moment is, I think I can say quite
categorically, in a mess. And to a considerable extent the problems
which the Cuban economy is facing arise not merely from the inepti-
tude of the management which has been applied to that economy but
also from the fact that historically Cuba has depended to a very high
degree on imports from Western countries, from free-world coun-
tries. If I recall, Mr. Chairman, something like 30 percent of the
Cuban national product, gross national product, in the period before
the Castro regime, consisted of imports from foreign countries, so
that the ratio is extremely high.

For that reason the program has been more effective than it would
have been if it hadn't been an island economy so heavily dependent on
imports.

We want to maintain this program. To do it we have not merely
to deal with our own companies, our own domestic interests, but we
have to find out what is going on in order to avoid the diversions of
goods to Cuba and we have to take a number of measures that are
essential to the effective carrying out of this.

Now, as I suggested a moment ago, no economic denial program
is ever popular in the world trading community, and for quite valid
reasons because they do interfere with free commerce. And conse-
quently, we have had to expend a great deal of diplomatic effort in
trying to persuade other countries to encourage their own industries
to help us out, to be cooperative with us, because the kind of sanctions
that we can apply to foregin countries, as you can understand, are
indirect and very difficult to apply.

What we fear from this legislation, and I think very legitimately
fear from it, is that this would provide the basis for other nations
with quite clear conscience looking at the example of the United States
to enact this kind of legislation which would tend to be highly popular
with their own industrial communities. The consequences would be
that we would find ourselves with our sources of information and of
assistance dried up, and in a very difficult position indeed so far as
the effective carrying out of these programs which we regard as of
considerable importance in continuing the isolation of Cuba and pre-
venting it from becoming a greater source of Communist infection
in the Western Hemisphere.

Mr. AsHLEY. What you are saying, I take it, is that our economic
denial programs are really backed up by persuasion, based upon per-
suasion as the instrument by which they are intended to work.

Secretary BALL. Well, they have two aspects, Mr. Chairman. So
far as our own firms are concerned, of course, we do have some direct
sanctions that we can apply, but that wouldn't be sufficient if other
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firms in other countries simply provided conduits whereby goods could
be channeled into Cuba without our knowing anything about it.

So that what is necessary is perusuasion on foreign governments to
encourage their own industry to cooperate with us, which they have
done, I may say, to a very high degree. And at the same time, we
must exercise persuasion on them to restrict their own trade with
Cuba. This too, we have also succeeded in achieving within limits.
We don't want -to do anything that interferes with this process.

Mr. AswLmY. And it is your testimoy that our efforts in this regard
through CoCom and the 15 nations participating in that agreement
would be watered down, the effectiveness of the thrust of the CoCom
agreement would be jeopardized were this to be adopted.

Secretary BALL. Yes, Mr. Chairman, I think not only CoCom but
also the cooperation that we get in the other programs which are not
part of the Coordinating Committee arrangements but which are
equally important to us.

Mr. AsHLmY. Let me ask you this, Mr. Secretary, We have a
policy which is a perfectly understandable one because American firms
are being asked for information. It has nothing to do with the par-
ticular commercial transaction in which the American firms are seek-
ing to venture. And in some instances quite clearly it has been made
clear to American firms that if they wish to deal commercially with
Israel, that they will be persona non grata as far as the Arab countries
are concerned.

Other countries I assume have the some problem. Would you know,
for example, whether-the extent to which Great Britain, France,
other countries have sought to answer this problem?

Secretary BALL. Well, the best of our information, Mr. Chairman,
no other country has tried to answer it through legislation.

Mr. AsHiLEY. In other words, what they seek to do is essentially
what we do which is not simply to turn our heads away from the boy-
cott and the blacklisting of American firms that do deal commercially
with Israel, but to cope with the problem on a more ad hoc informal
basis.

Secretary BALL. Case by case, through diplomatic interchanges with
the Arab countries trying to use persuasion and what other instru-
ments of influence we may have to modify or ameliorate the effects
of the boycott.

Mr. Asm.L y. And to what extent have these proved effective in your
judgment, Mr. Secretary ?

Secretary BALL. I think that the boycott has not been very effective.
If one looks at the Israel trade figures this is borne out. Israel exports
and imports alike have been very substantially increasing in the face
of this boycott. We do have to deal from time to time with some very
difficult cases, but we have had experience in being able to work them
out to at least partial satisfaction and in our judgment the best way
to handle this is to continue to pound away at the individual case as
it arises and to use the best diplomatic instruments that we have to try
to bring about a modificaion and amelioration of this boycott.

Mr. ASHLEY. The real test as to the effectiveness I am sure you
would agree would be the number of American firms that have been
able successfully to enter into commercial transactions with both the
Arab countries and Israel.
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Secretary BALL. There are a great number of American firms that
continue to do business both with the Arab countries and with Israel
and I think one of the considerations that this committee should take
into account is that if this becomes a big issue in which the U.S.
Government is passing legislation and which is a direct challenge
to the boycott, that we may make more of it than the facts deserve and
in fact it may result in a response which will make it even more difficult
for American firms.

Mr. ASHLEY. Mr. Halpern?
Mr. HALPERN. Yes, Mr. Chairman.

, First, I want to commend the Under Secretary for taking the time
out to give us the benefit of his views on this proposed amendment.

Now, Mr. Secretary, I am convinced that this is not a matter of
foreign policy as such, but that it is a commercial matter and that the
aggrieved parties are not the Arabs or the Israelis. To me they are
the American businessman, and for 15 years little if anything has been
done for them.

Now, Mr. Secretary, surely-and this is important-you are not com-
paring the Arab boycott against, countries trading with Israel, with
those who persist in trading with Cuba and North Vietnam. To do so
is to imply that Israel is an aggressor in the same sense as is obviously
the case with Cuba and North Vietnam, is it not?

Secretary BALL. Mr. Halpern, I was not suggesting, of course, that
the motivations that lay behind these boycotts were comparable. I
was addressing myself to the very practical consequences that we fear
from the passage of this legislation. And I would, sir, like to say that
I can't agree with you that nothing has been done for American busi-
ness. I can assure you that a very great part, of our efforts in the
Department of State is to assist American business, wherever it may
operate around the world, and that this applies particularly to Ameri-
can business operating in the Middle East.

I think that the experience certainly of the American oil companies
would support this testimony. We recently had the problems of the
Chase Manhattan Bank in its efforts to deal with this boycott. I think
if you asked Mr. Rockefeller or any of the officers of the bank they
would tell you that we have worked very closely with them, and have
been very helpful to them, and this is true also of smaller firms as well,
not simply the big ones.

Mr. HALPERN. Well, in the case of Chase Manhattan, sir, is it not
a fact that when the matter did come to the State Department, that
Chase Manhattan was told to keep cool and what could be done, would
be done? Meanwhile, Chase Manhattan did send emissaries; in fact,
Mr. John McCloy himself went to Egypt and did speak to them openly
and the matter was somewhat resolved on their own basis, and is it
not a fact that Chase Manhattan has been giving credits to Egypt and
that the issue here far transcends the Israeli-Arab problem ?

Secretary BALL. As far as Chase Manhattan is concerned, we worked
extremely closely with Mr. Rockefeller and Mr. McCloy on that mat-
ter. We gave them the best advice we could give them as to the course
that could be followed. They themselves preferred to try to work
some arrangements out on their own. We encouraged them in this
course because in our judgment, this offered the best chance of success.
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But at every point constantly we were in touch with them. We gave
them diplomatic assistance. We worked very quietly in trying to re-
inforce what they were doing through their own efforts and, I think,
if you asked either of those gentlemen whether he received the kind
of cooperation from the State Department that he would like to have
received, he would tell you that he received excellent cooperation.

Mr. HALPERN. But not all American business is in the same category
as Chase Manhattan.

Secretary BALL. No. But I said a moment ago that we have worked
just as diligently for small firms as we have for big ones.

Mr. HALPERN. Can you name any small firms with which the State
Department has been instrumental

Mr. TALmBYr. Yes, sir. We have been dealing with these issues as
they have been raised with us by American companies of any size.

Mr. HALEas. But individually, not as a policy vis-a-vis of the
Arab States.

Mr. TALBOT. We have been dealing with individual requests from
American companies for assistance when they do want to take care
of a matter of boycott.

Mr. HALPERN. But has anything been done diplomatically or other-
wise with the Arab States to try to get them to remove this boycott
and the great impracticalities?

Mr. TALBOT. We have for many years discussed the boycott prob-
lem with the Arab States. We have made clear our opposition to
their approaches and diplomatically we have worked, as I have sug-
gested, on individual cases as they have been brought to our attention
by American companies.

Mr. HALPERN. It has been brought out here this morning by Under
Secretary Ball and in the letter from the Assistant Secretary of State
MacArthur dated April 28, which has been referred to by the chair-
man, that one of the main arguments against this proposed amend-
ment is that it would prohibit action-this is a direct quote from the
letter of April 28-"prohibit actions which we ourselves must practice
in enforcing U.S. legislation regarding trade with Cuba and other
countries."

Now, I certainly feel that there is a very real difference between
the Arab boycott and our trade policy regarding Cuba.

Now, does the Department really contend that these two practices
are similar ?

Secretary BALL. What I suggested, Mr. Halpern, was that the
passage of this legislation would have certain practical effects which in
our judgment would be very harmful to the carrying out of our own
programs of economic denial.

Now, this doesn't mean at all, as I tried to make quite clear, that
we regard these as on the same footing or inspired by the same motives.
But the fact is that we deal with a world where we have to be very
pragmatic and very practical. I can tell you this morning what in
our judgment would be the practical consequences of this legislation
and I don't think they would be good and this is what I am urging
the committee to consider.

Mr. HALPERN. But is it not true that the U.S. trade restrictions
are applied only directly to U.S. citizens, U.S. companies, and U.S.
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originating goods. The Arab boycott applies restrictions against
third parties. U.S. trade controls are limited to U.S. resources.

For instance, just because Britain sells goods to Cuba and Red
China, we do not refuse to deal with Britain, but this is exactly what
the Arab boycott does to the United States. Isn't there a tremendous
difference here .

Secretary BALL. What I was addressing myself to was the question
of the kind of cooperation which we are receiving in carrying out our
programs.

Now, you say that there is a difference in kind here because the
Arab boycott applies to foreign companies. Actually we have the prob-
lem which arises in connection with the U.S. subsidiaries of American
companies. These subsidiaries are foreign companies organized in
foreign countries doing business under the laws of those countries,
very often having a majority of directors of foreign nationals, having
their managements almost entirely foreign nationals. We deal with
this. This is one of the areas where we are in constant negotiation
and discussion with foreign governments about the application of our
export control legislation.

So that the question here is the question of practical effects, and
what I am asking the committee this morning to do is to regard this
from the points of view of the results that we hope to achieve.

Now, I can tell the committee from the point of view of our own
experience that in our judgment this legislation would interfere
rather seriously with the effective carrying out of legislation which we
regard as important, our whole economic denial program with Cuba.
I am not saying by that that our economic denial program against
Cuba is on all fours with this, but I am saying what the practical conse-
quence might be. I think we have to be very realistic about what we
are considering here because I am sure that what the committee wants
to do is achieve a result which will be useful to the American national
interest. I don't think that this would bring such a result.

Mr. HALPERN. Well, I disagree with you, Mr. Secretary. I can't see
any interference with our own program and I repeat, I emphasize that
the American Government does not apply economic sanctions against
friendly governments which trade with unfriendly third parties, and
I think that is a basic principle involved here. The U.S. trade re-
strictions are imposed directly against unfriendly countries such as
Communist China and Cuba.

Now, one point you did make and I would like to clear that before
my time expires.

You mentioned that you don't feel the boycott is very effective.
Well, I feel that it has hurt Israel, Mr. Secretary.'

There are U.S. suppliers who avoid the exploitation of market op-
portunities to Israel because of fears, imagined or real, because it fears
a boycott. Israel has encountered obstacles in purchases of some
highly sophisticated technical processes from the U.S. firms who would
supply them if it were not for fear of reprisals from the Arab boycott
organizations, and as the Israeli economy attains high levels of de-
velopment, it requires licenses, some of which are available only in
the United States, and the unwillingness of certain companies to sup-
ply them slows the rate of Israel's development.
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I believe there is an extremely important point here and I feel it
refutes one of the contentions you made today.

Secretary BALL. Well, I would say again, Mr. Halpern. that we don't
like this boycott. We never have and we have opposed it as well as
we could. But the Israeli rate of development is the highest rate in
the area in spite of this boycott, and while the boycott probably had
some effect, I suggest that the effect has not really been substantial.

Mr. HALPERN. Another contention, and this was emphasized in the
April 28 letter, is that the Department feels that if we enact this
amendment we will endanger already existing trade relations with
some if not all the Arab States. But at the same time, you stress the
point that several Arab countries refused to apply the boycott rigidly.

Then why will this amendment cause such terrific anger in the
Arab world ?

Secondly, does the Department presently have, through diplomatic
channels, any precise information as to what the reaction will be in
the several Arab countries ?

Secretary BALL. I think I could tell you without having to have a
crystal ball that the reaction would be one of considerable anger and
of feeling that what they deem, rightly or wrongly-and we are not
sympathetic with them-to be in their own interests has been chal-
lenged by the United States in its legislation. I think that it is not
very difficult to foresee that their reaction would be one of increasing
harassment against American companies. I think that this is the
form it would take.

Mr. HALPERN. Well. has the Department sounded out any U.S.
companies who trade abroad for their reaction to the antiboycott?

Secretary BALL. We have talked with quite a lot of them and I think
the reaction of most of them, if I may say, Mr. Halpern, has been that
they are very sensitive about taking a public position on this because
they don't want to have identified themselves with either side of this
argument. because they feel that they might impair their commercial
relations, but by and large I don't find much sympathy among them
for this legislation.

Mr. HALPERN. Perhaps this question should apply to the Commerce
Department representative. I would appreciate your answer to it.

The last quarterly report on the administration of the Export Con-
trol Act of 1949 states that one of the purposes of U.S. export controls
is "to further the foreign policy of the United States and to aid in
fulfilling its international responsibilities."

A paramount objective of the U.S. foreign policy, then, is the
establishment of conditions for freer trade among the nations of the
free world. Since the ultimate objective of the antibovcott legisla-
tion is the removal of certain existing limitations on U.S. trade op-
portunities abroad, does it not appropriately belong as a statute, as a
provision in the Export Control Act?

Secretary BALL. Well, I wouldn't want to comment on whether it is
germane to the Export Control Act or not. I think that this is a
decision really that the Congress should make. But I would suggest
to you that I think this is very much the wrong way to go about
furthering the foreign policy interests of the UInited States or improv-
ing the position of American companies around the world.
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I don't think this is going to be good for our trade. I think this
would be harmful to it.

Mr. HALPERN. That is all for now, Mr. Chairman.
Mr. AsHLEY. Mr. Stephens?
Mr. STEPHENS. Mr. Ball, I appreciate your coming to explain your

position, the position of the executive branch of the Government on
this.

As I read this from the text of the bill, which says that "Congress
further declares that it is the policy of the United States" to do what
is proposed by the bill, there is no question that that phrase is an at-
tempt on the part of the legislative branch of the Government to
determine the foreign policy of the United States.

Secretary BALL. Absolutely.
Mr. STEPHENS. Do you think that such legislation infringes on the

constitutional right of the Chief Executive of this country to set our
foreign policy ?

Secretary BALL. Well, without trying to pass judgment on the con-
stitutional question, Mr. Stephens, I think it is a matter of appropriate-
ness and wisdom. I think that by and large that declarations of policy
by the Congress on foreign policy are things that should be very
seriously considered with the President who has the responsibility
for the day-to-day conduct of policy. But I personally would doubt
the wisdom of a provision of the kind now being considered.

Mr. STEPHENS. Do you feel, then, that this legislation would force
us to take sides between two countries, both of which countries are
not unfriendly to us? Don't you think it would force us to take sides
between two countries, alienating one when it really isn't necessary to
alienate either?

Secretary BALL. Well, I think it would undoubtedly have reper-
cussions on the relations that we enjoy with the Arab States, and I
don't again in saying this want to imply that we favor or approve of
this boycott because we have made it clear that we don't.

But I think that what you are suggesting is correct, that it would
appear to the Arab States as a challenge to what they consider is an
exercise in carrying out a policy which they think is useful or necessary
to them.

Mr. STEPHENS. Then you feel besides the fact that, it is not a good
policy, that this legislation is an unnecessary governmental interference
with private enterprise?

Secretary BALL. I think that its effect will not be good for private
enterprise because I think that it won't achieve what it tries to achieve
and, in fact, will have a negative effect. by interfering with relations of
private enterprise with some of the countries with which we do busi-
ness. So to that extent I would say it is not helpful to private
enterprise.

Mr. STEPHENs. That is all I have.
Mr. ASHLEY. Mr. Johnson ?
Mr. JOHNsON. Mr. Ball, I, too, want to add my thanks to you and

to your associates for coming here today and I realize that you must
be very tired from your very busy schedule.

Now, as I understand this proposed legislation, the hope of every-
body is that Israel, which is a very fine country and has been established
with fine meaning-it is remarkable how certain religious groups in
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this Nation are helping to foster and sponsor and further build up this
great new nation, and I take it the idea of the legislation is to get the
United Arab Republic to stop the boycott against Israel and to estab-
lish international good will there and do away with the antagonism
against this new nation which apparentlyv wants to be peace loving
and wants to make a haven for those of that particular religion who
want to go there.

Now, my question is, if we pass this so-called anti-Arab boycott bill,
will that have the effect of restoring trade between Egypt and Israel
to accomplish the end that we all would like to see accomplished ?

Secretary BALL. Mr. Johnson, we have, of course, the closest rela-
tions with the State of Israel and a very deep friendship for not, only
the Government but the people of Israel. And we have deplored this
boycott and we continue to do so. But in our judgment this bill would
not accomplish the purposes which its sponsors have in mind.

We appreciate the intentions which lie behind it but frankly we think
that it would not achieve those purposes and that it would also interfere
with some other policies of the United States, particularly in our pro-
grams toward Cuba and other Communist countries, which we regard
as important to us.

Mr. JOHNSON. Now, we have other punitive legislation on our books
in the Nation right now, such as the antiaggressor amendment to the
1963 Foreign Assistance Act.

Now. for instance, we have read in the press where the United Arab
Republic has been exporting Communist bloc weapons including SAM
antiaircraft batteries to Cyprus and then they have actively partici-
pated in aiding the rebels in the Congo. We are talking about Egypt
now. And we have in our law an antiaggressor amendment to the
1963 Foreign Assistance Act.

Why hasn't this Nation, with that act on the books, invoked that
against Egypt in view of the fact that in the press we find that they
have been aiding Cyprus and the rebels in the Congo?

Secretary BALL. The situation in Cyprus, Mr. Johnson, is that the
United Arab Republic Government itself has not been helping Cyprus,
but rather that the Soviet. Union has an agreement with the Govern-
ment of Cyprus which was made a few months ago when the Foreign
Minister, of Cyprus went to Moscow. That agreement provided for
the acquisition by the Government of Cyprus of some fairly sophisti-
cated weaponry. The weaponry was simply channeled through Egypt
as a matter of convenience but it was not provided by the Government
of the United Arab Republic itself.

So far as the help which the Government of the United Arab Re-
public has been giving to the rebels in the Congo, this has been a mat-
ter of constant discussion between us. I am under the impression that
the United Arab Republic policy is changing and that they themselves
have indicated that they are breaking off providing this assistance.
This has been a matter, as I say, which we have had under discussion
for some time. So that I think that one can say certainly with regard
to the Congo that there has been some improvement in the situation.
As far as aid to the United Arab Republic is concerned, we did have a
program of providing some Public Law 480 assistance.

Mr. Talbot reminds me that there have been no new economic de-
velopment loans to Egypt since 1963. The aid which we are now pro-
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viding is confined to the conclusion of deliveries under Public Law
480 and of previously committed techncial assistance and develop-
ment loan projects.

Actually when this matter came up upon an amendment which was
proposed for the CCC deficiency appropriation, we reviewed this mat-
ter fully as you may recall with the appropriate committees both on
the House and Senate side, and as a result, the Congress did not put
a flat prohibition on the Public Law 480 aid to the United Arab Re-
public. So that this was, I think, fully considered by the House and
the Senate then.

I would say that this is a matter which we are very carefully watch-
ing, that we are engaged in very careful review with the Egyptian
Government of our relations. What the end of that may be I don't
know, but this legislation that is before us now, I think if it were en-
acted, would be a further impediment to trying to achieve not merely
with the Government of the United Arab Republic but with the other
Arab governments the kind of relationship which could be helpful
to American foreign policy.

Mr. JOHNSON. Couldn't you under existing legislation-namely, the
1963 antiaggressor amendment-if you found that Nasser was furnish-
ing arms to the rebels and furnishing arms to Cyprus and invoke
the 1963 amendment ?

Secretary BALL. Well, let me say, Mr. Johnson, that the way that is
drafted, as I recall, the legislation provides that there will be a Presi-
dential determination if any assistance is to be provided. And this
whole matter has been one which has been under review with the
Egyptian Government not only with regard to such matters as the
arms to the Congo but all aspects of our relationship. And we are
presently continuing these talks.

Now. I don't know what is going to come from it. Quite frankly I
think I should say to this committee that we would like to maintain a
presence, an influence in Egypt, a friendly relationship with the Gov-
ernment of Egypt, but to the extent that may be possible because of
different policies which the Egyptian Government pursues from those
that we find useful, this remains to be seen. The boycott question is
only one aspect of a whole range of problems which we have not merely
with the Government of Egypt but with the other Arab States and one
can't isolate a single policy and deal with it out of context. The real
question is whether we can work out the kind of relationship which will
enable us to bring about a modification of policies which are harm-
ful to our interests and to bring about a working relationship which
can be mutually useful.

And on this I can only say that the discussions are going forward
and these matters that you mentioned are all a part of the larger con-
text of the relationships.

Mr. JOHNSON. I think that is all.
Mr. ASHLEY. Mr. St Germain?
Mr. ST GERMAIN. Thank you, Mr. Chairman.
Secretary Ball, do you feel that this is basically a commercial issue

or would you--or do you think it is basically a foreign policy issue, this
particular amendment?

Secretary BALL. I think it has both aspects, Mr. St Germain. I
think it will certainly have foreign policy consequences if it is enacted,
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some of which I have tried to suggest to this committee this morning.
I think it would also have certain commercial consequences which I
don't think would be useful, either, to American commercial interests.

Mr. ST GERMAIN. And in essence, Mr. Secretary, whom do you feel-
wouldn't you agree that the parties being hurt here are not for the
most part the Israel Government or the Arab Government, but the
American firms who are affected by this boycott ?

Secretary BALL. I think it makes life very difficult for the American
firms doing business in the Middle East.

Mr. ST GERMAIN. You are familiar with the Tecumseh case.
Secretary BALL. Yes, sir.
Mr. ST GERMAIN. Where they were entering into a contract with an

Israel firm and subsequently because of pressures brought on other
American firms by the Arab countries, they were forced to disasso-
ciate themselves from this particular contract.

Secretary BALL. We are familiar with that case, Mr. St Germain;
yes, sir.

Mr. ASHLEY. Will the gentleman yield to me?
Mr. ST GERMAIN. Certainly, Mr. Chairman.
Mr. ASHLEY. Would the pressure have been any less had this leg-

islation been adopted, Mr. Secretary, in that particular case?
Secretary BALL. No; I am sure it wouldn't have been. In fact, as

I suggested earlier, I think the effect of this legislation would be the
kind of challenge that would probably result in greater harassment
rather than less.

Mr. ASHLEY. In a polarization of a situation whereby American
commercial firms would really have to make-all American firms would
have to make a choice?

Secretary BALL. Right.
Mr. ASHLEY. Thank you.
Mr. ST GERMAIN. I am afraid, Mr. Chairman, that I don't quite

understand your conclusion. I didn't get the premises that led up
to it. Would you care to expand on that one?

Mr. ASHLEY. Well, the previous testimony of the Secretary simply
was that if this legislation is adopted, the response from the Arab
countries is going to be such that the result in terms of American-
Arab transactions will be that American firms will then have to
choose them specifically, definitely, and in each case whether or not
they choose to deal with Arab companies or with Israel companies.
And in no instance presumably would it be possible for, as one foresees
the consequences, American firms to deal commercially in both coun-
tries as is presently the situation, at least in some instances.

Secretary BALL. That is correct, sir, in my judgment.
Mr. ST GERMAIN. We also know, Mr. Secretary, of cases where to

sort of magnify or concentrate a little more attention on this particular
statement, is it not a fact that the Arab countries that are dealing with
us aren't that friendly to us, but that they are dealing with our Ameri-
can firms because they need their products and their services?

Secretary BALL. They need the products and services but by and
large the products and services are obtainable elsewhere.

Mr. ST GERMAIN. And they share the investments, also.
Secretary BALL. Yes; but again when political considerations and

commercial considerations collide in a situation as charged with emo-
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tion as this one is, our experience shows that usually it is the political
considerations that are overriding. So that I don't think that we
can look at these matters in the expectation that they will necessarily
be resolved in a very cold, self-interested manner because there is too
much emotion in this whole situation.

Mr. ST GERMAIN. Well, where the facts-despite all this emotion
in certain instances like Chase Manhattan, was it the Sheraton or the
Hilton Hotels and others, where a warning was given and an edict
issued, nevertheless, these were ignored by the American firms and
subsequently the Arab countries pulled back their edict?

Secretary BALL. Well-
Mr. ST GERMAIN (continuing). Or their warning, and some of these

firms continue to operate on both sides of this boycott.
Secretary BALL. That is right. And some of these cases worked

out. They have been worked out largely through cooperative efforts
between the firms themselves and the Department of State, using the
diplomatic instruments available to us.

But what I am suggesting, sir, is that I think that the consequences
of this legislation would be to make it more difficult to work out cases
of that kind because this bill in effect would be regarded as a challenge
by the U.S. Government to the Arab countries in the exercise of what
they regard as something that is useful to them.

Mr. ST GERMAIN. Mr. Secretary, I think you are familiar with the
letter from the Department of State signed by Senator Robertson-
on the Senate side hearings. And in paragraph 2, the last sentence:

"However, it would apply equally to information requested by the
Israel Government as to cooperation with the Arab States."

Can you cite evidences of this particular information required?
In other words, this appears in essence to say that there is a boycott
on the other side also.

Secretary BALL. I don't have that letter before me, Mr. St Germain.
Mr. ST GERMAIN. Well, according to the Senate discussion on S.

948, it is directed at the Arab boycott against Israel and specifically
questionnaires requesting businessmen to supply information as to
whether they transact business with Israel busineses or firms. How-
ever, it would apply equally to information requested by the Israel
Government as to cooperation with the Arab States.

Secretary BALL. I have this letter before me now. You ask whether
there is an Israel boycott.

Mr. ST GERMAIN. Right.
Secretary BALL. I think what this referred to was the fact that the

Israel Government did announce that they were going to ask firms
not to trade with certain Arab States if they traded with Israel. I
don't think it ever took the form of a boycott as such.

Let me ask Mr. Talbot who is closer to this.
Mr. TALBOT. Mr. St Germain, as I recall, the Israelis announced

that they would not do business with certain firms which surrendered
to the Arab boycott by refusing to establish certain commercial rela-
tions with Israel enterprises and they specifically noted one American
firm and some British and German firms in this connection.

Mr. ST GER1MAIN. When was that announcement made?
Mr. TALBOT. Several months ago.
Mr. ST GERMAIN. And has this gone into effect s
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Mr. TALBOT. As far as I am aware Israel is not doing business with
the indicated German or British firms.

Mr. ST GERMAIN. And is this as a result of a questionnaire?
Mr. TALBOT. I am not aware of the details.
Mr. ST GERMAIN. On page 2 .of the same letter, the consequences

are stated as, No. 1, they would prevent American firms, some of which
trade with both Israel and Arab companies, from trading with the
Arabs. Now, the discussion that the chairman had with the Secretary,
is that what you are--this would be your contention, the manner in
which this would be done or this effect would result ?

Secretary BALL. Mr. St Germain, what I suggested was that the
effect of this legislation would tend to stiffen the Arab States in the
application of their boycott and would, since they would regard it as
a challenge to the boycott, the probable consequence would be to lead
them to apply it in much more rigid fashion, and that would have,
therefore, the effect of making it impossible for American firms now
doing business both with the Arab States and with Israel to continue
to do business with the Arab States.

Mr. ST GER[AIN. Now, as a result of the testimony I have heard
and the answers to the questions that you have given, I make this one
comment.

It seems to me that the parties aggrieved or that would stand to be
aggrieved, in your opinion, on what the consequences might be are not
the Arab Government or the Israel Government but essentially our
U.S. businessmen.

Secretary BALL. And the United States, in the furtherance of its
own foreign policy objectives, because of the consequences on our
ability to carry out our own programs of economic denial against the
Communist states.

Mr. ST GERMAIN. Nothing further, Mr. Chairman.
Mr. ASHLEY. Mr. Secretary, we are very pleased and indebted to

you for being with us. For the rest of the committee, let me say that
Secretary Ball has an appointment at the White House at 11:15, and
so unfortunately it is not going to be possible for him to continue to
respond to the questions which all members of the committee

Secretary BALL. Mr. Chairman, if the committee would like, Mr.
Talbot, who is the Assistant Secretary of State, could remain for any
further questioning if that would be agreeable.

Mr. ASHLEY. Yes. We do have with Secretary Ball, Assistant Sec-
retary of State for Middle East and South Asian Affairs Mr. Phillips
Talbot, and in the Secretary's absence he will continue to supply
testimony at this time.

So, Mr. Secretary, I don't like to press you, but I know that you are
pressed. We will excuse you at this time with the thanks of the
committee.

Secretary BALL. Thank you very much, Mr. Chairman.
Mr. ASHLEY. And let the record show, too, that Ambassador Mac-

Arthur was present, and we appreciate your presence, too, Mr.
Ambassador.

Mr. MAcAwRrHR. Thank you.
Mr. ASHLEY. Mr. Weltner.
Mr. WELTNER. Thank you, Mr. Chairman.
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Mr. Talbot, I am afraid I will have to seek some rather elementary
information about this boycott.

First. is this a boycott that is imposed only by the United Arab
Republic or is it the act.ion of the Arab States generally

Mr. TALBOT. Mr. Weltner, this boycott is imposed by the Arab States
acting through the Arab League which includes all of the 13 Arab
States.

Mr. WELTNER. And it is in effect and operating more or less in a
uniform manner in each of those 13 Arab States ?

Mr. TALBOT. Yes, sir. The operational arrangements are that a cen-
tral Arab boycott office functions in Damascus and makes recommen-
dations to these various Arab governments which in turn take inde-
pendent governmental action.

We have no relations with the Central Arab Boycott Office but only
with the governments and we deal with these matters on a government-
to-government basis individually in each Arab country.

Mr. WELTNER. You do not deal, insofar as your attempt to mitigate
the effects of this boycott, with the Arab League or any agency of the
Arab League?

Mr. TALBOT. NO, sir, we do not.
Mr. WELTNER. Second, do I understand that there is now in effect

an Israel boycott against those same
Mr. TALBOT. There is no trade between Israel and the Arab States.
Mr. WELTNER. I mean against firms that do business with the
Mr. TALBOT. I beg your pardon, Mr. Weltner. As I stated, my

understanding is that the Government of Israel in accordance with its
earlier announcement is not permitting Israel business dealings with
the specified firms.

Mr. W ELTNER. Because they do business with these 13 States?
Mr. TALBOT. No, because as I said the Israeli Government considers

them to have refused to undertake certain commercial dealings in
Israel for fear of the Arab boycott.

Mr. WELTNER. Now, what about a situation such as this. I think
there is a Nile Hilton Hotel and a Tel Aviv Hilton Hotel, is that
correct ?

Mr. TALBOT. There are hotels with the same American chains in both
the Arab States and Israel.

Mr. WELTNER. Now, if this bill passed, would Mr. Hilton have to
choose between his Tel Aviv Hotel and the Nile Hilton Hotel?

Mr. TALBOT. That would depend on the actions of the various states
concerned. If the Arab States decided to strengthen, stiffen the boy-
cott against American firms as a result of such an amendment as the
one suggested, I would assume that they would assume that they would
attempt to press these companies into making a choice.

Mr. WELTNER. At the present time a businessman may choose with
whom he wishes to deal-either with the Israeli Government or with
an Arab state or with both if he can avoid the toils of the Arab
Boycott Office, is that correct?

Mr. TALBOT. Well, the business firms do business in accordance with
the laws and regulations of each state in which they function and,
normally speaking, these business arrangements are worked out on a
case-by-case basis.
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In some instances corporations do have business in both Israel and
the Arab States, not in all cases.

Mr. WELTNER. One further question. I heard a portion of Secre-
tary Ball's statement concerning our own efforts to isolate Cuba, but
I frankly did not follow the logic whereby this act might in some
way impair the effectiveness of our efforts through the CoCom coun-
tries in prohibiting or restraining trade with Cuba. I wonder if you
will state that proposition once again for me, please.

Mr. TALBOT. Yes, sir. What Secretary Ball stated was that in the
prosecution of our own programs of economic denial to certain Com-
munist States, we call upon the cooperation of foreign governments
and foreign commercial firms such as shipping firms to observe our
requests for support in economic denial. This cooperation, as Secre-
tary Ball testified, is not always terribly easy to get because com-
mercial traders like to trade without consideration sometimes for
political aspects.

Secretary Ball testified that if this legislation were to pass, apply-
ing to a different situation, it is our judgment that it would be more
difficult for the United States to gain the cooperation of foreign con-
cerns in the economic denial programs that we have undertaken in our
own interests and the interests of the Western Hemisphere and the
free world.

Mr. WELTNER. I know that is what he said, but I just fail to see
the logic in there. Why would it be more difficult? We are talking
about Cuba, Red China, North Vietnam, and North Korea. Those
are the four embargo countries.

Now, what has this got to do with trade with those countries over
there, and why would it make it more difficult to restrain trade with
our CoCom countries?

Mr. TALBOT. As Secretary Ball suggested, there is no question that
the different situations are equal but rather since we would take the
position that certain trade could be restricted in the interests of our
country and our allies and associates, others would take the position
that they could restrict trade. If we say, then, that we are able to
tell our companies not to answer any questionnaires from a foreign
government or a foreign agency similarly, other countries which have
resisted some of the proposals that we have made would use this as
a basis for arguing that they should not answer the questionnaires,
the information that we seek to get from them.

Mr. WELTNER. Well, I must confess that I just don't really see that
that is a logical conclusion.

Mr. TALBOT. Well, sir, as you know, there are business firms in other
countries that have done business in the past with Cuba. They have
felt sometimes that it was regrettable if the United States should ask
them not to do business with Cuba, and they have cooperated.

Mr. WELTNER. We are not asking any of those foreign countries
not to do business with the Israel or Arab countries.

Mr. TALBOT. That is right, but if we were to say that it is U.S.
policy that a nation, a government can prohibit its citizens and com-
merical firms from responding to the requests from a foreign agency
for information about trade, we would find it much more difficult to
assert our own interests in asking for such information from foreign
traders.
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Mr. WELTNER. Well, I have one further question. Do I understand
that the recognition by West Germany of the State of Israel has
placed the diplomatic relationship of that nation and Arab States in
some jeopardy?

Mr. TALBOT. Yes, sir; it has. Yesterday we were informed through
press sources that Iraq and Syria had ended diplomatic relations with
the Federal Republic of Germany after the announcement of the estab-
lishment of diplomatic relations between Germany and Israel.

On the basis of comments that have been made in recent weeks when
this question has been under discussion, I would anticipate that other
Arab States would take similar action and perhaps by now some have
done it.

Mr. WELTNER. Would you think that there might very well be an
Arab boycott of German firms, too, extended to firms in this country
that trade with West Germany? Do you think that is a possibility
under the circumstances ?

Mr. TALBOT. I have seen no indication of that sort of boycott action,
no, sir.

Mr. WELTNER. Thank you very much, Mr. Secretary.
Mr. HALPERN. Mr. Chairman, before we turn to the next member

of the committee, I would like to clarify two points made in the earlier
colloquy.

Now, No. 1 is that the point came up as to the possible existence of
an Israel boycott against third parties.

Now, to my understanding, and I believe I am correct, there is
no national policy in Israel extending any commercial boycott to any
third party doing business with the Arab States, and I would like
to make that point quite clear.

Also the secretary mentioned that we may call upon other nations
to cooperate in regard to our policy with Cuba and certain Red nations,
but we don't take, Mr. Chairman, we don't take punitive action. This
is a lot different than the boycott club. We don't take direct punitive
action through economic denial against third parties and I believe this
is the important point.

Mr. TALBOT. Mr. Chairman, I might comment on those.
As to the first one, my information obviously is not first hand. It

is information that has come out of Israel.
As to the second point, I think that Mr. Halpern knows that we have

been greatly concerned about foreign-flag shipping going to Cuba and
that we have discussed very intensively with other countries, including
countries that receive U.S. aid, this question of foreign-flag shipping
going to Cuba.

Mr. HALPERN. But the United States, does it not, Mr. Secretary, act.
through normal diplomatic channels and try to convince friendly gov-
ernments to limit their dealings with unfriendly nations, but the
United States does not presume to extend its regulations to them or to
their nationals or to their companies except to prevent the diversion of
certain specified products, material and processes of the U.S. origin for
unfriendly destinations. Thus the U.S. trade controls are limited to
U.S. resources.

I wanted to get that point clear in the record, Mr. Chairman.
Mr. TALBOT. Mr. Chairman, Mr. Trezise, who is Deputy Assistant

Secretary of State for Economic Affairs, deals particularly with the
48-042 0--- .
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bill that the committee is considering, and with your permission,
sir-

Mr. ASHLEY. Mr. Secretary, any time that you wish to call upon him
you may certainlv do so, and I wonder if you would be good enough to
introduce yourself.

Mr. TREZIsE. I am Philip Trezise.
Mr. TALBOT. Mr. Trezise might have a comment on Mr. Halpern's

statement.
Mr. ASHLEY. With the permission of the rest of the committee-Mr.

Gettys is next. Does this meet with your approval ?
Mr.. GErrrs. Mr. Chairman, I have no obiection to Mr. Halpern con-

tinuing for a while but I must necessarily leave within the next 5 min-
utes. So I would like, if I may, to pose one question if Mr. Hal-
pern-

Mr. HALPERN. Of course.
Mr. ASHLEY. Inasmuch as the record at this point would call for

simply a comment by the witness, may he do that?
Mr. GcTrrrs. Yes, sir.
Mr. TREZIsE. Just a small comment on Mr. Halpern's statement for

the record.
We do in fact apply sanctions to third parties under the Export Con-

trol Act and in a sense in other ways as well. Specifically, under the
Export Control Act, an importer in a friendly country who takes U.S.
goods and then contrary to his commitment ships them to a proscribed
destination can be and is refused the right of getting access to Ameri-
can exports. Thi;s is done and has been done a great many times.

Mr. AsHLEr. Mr. Gettys.
Mr. GETrrs. Thank you, Mr. Chairman. Mr. Halpern, I thank you

for nermitting me to go ahead.
Mr. Secretary, does the Export Control Act primarily deal with

business matters or foreign policy?
Mr. TALBOr. I believe Mr. Ball responded to a similar question, Mr.

Gettys, by commenting that both aspects are involved in the whole
field of foreign trade. Trade is commerce but foreign trade is also an
aspect of foreign policy.

Mr. GETrYs. I understand. but I say primarily is it a matter of com-
merce or foreign policy? I know it deals with both, but primarily
The President designated the Secretary of Commerce to administer
this act. Therefore, the administration must think that it is primarily
a business matter. Would that be a proper assumption?

Mr. TALBOT. What we were discussing this morning. Mr. Gettys, is
some of the implications in our foreign relations of the operation of
the pronosed amendment and-

Mr. GE-rrs. What I was getting at. Mr. Secretary. is this: Is the
amendment that we are considering today to the extension-really the
primary bill that we have before us is the extension of the Export
Control Act.

Mr. TALBOT. Yes.
Mr. GErrTs. Now, is not this matter which we are considering today

actually an extraneous matter, not germane to that? Wouldn't it
more appropriately be a subject to be discussed by the Foreign Affairs
Committee and in connection with the Department of State's dip-
lomatic actions rather than the extension of the Export Control Act?
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Apparently your answer is not opposed to my thinking because you
oppose the amendment.

Mr. TALBOT. May I say I am diffident about discussing whether or
not legislation before a committee is germane. What I would like to
do, sir, to the best of my ability, is to be helpful in the foreign relations
aspects of it.

Mr. GET.,s. Let me ask just one other question, Mr. Chairman.
Normally would the implications of the boycott, Arab boycott, be

handled by diplomatic or by business authorities ?
Mr. TALBOT. When an American company feels that the action of

a foreign government or foreign agency is causing it difficulties, the
American company very frequently might approach the Department
of State to see whether any assistance could be given, and as Mr. Ball
said, it is our policy to be of assistance in whatever way we can.

Mr. GETrrs. Well, now, would that normal inquiry of the Depart-
ment of State emanate from the business firm or through the Secre-
tary of Commerce to the Secretary of State?

Mr. TALBOT. It might come either way, Mr. Gettys.
Mr. GETTYs. Now, when a subject comes up, an inquiry comes to the

State Department, in matters relating to the Export Control Act, then
does the State Department unilaterally act on it without consulta-
tion with the Secretary of Commerce who has responsibility for ad-
ministration of the act?

Mr. TALBOT. No, sir. I would say that we deal very closely with
other executive departments in these problems that do affect the re-
sponsibilities of the different executive departments.

Mr. GETIYs. Thank you. Mr. Chairman. Thank you, Mr. Secretary.
Mr. AsmHxy. Mr. Cabell.
Mr. CABELL. Thank you, Mr. Chairman.
Mr. Secretary, I think it is safe to stipulate that, we are all quite

concerned over the action which has triggered this discussion here
this morning, but slicing through to the real meat on this subject,
actually, as a matter of practical application, is there anything in this
proposed amendment that would in any way deter the Arab States
from continuing their present boycott ?

Mr. TALBOT. Our judgment, Mr. Cabell, is that the effect would be
to the contrary, that it would be very likely to tend to have an effect to
stiffen the Arab boycott position.

Mr. CABELL. There is actually no enforcement provision where we
would have the right internationally to tell them what. to do. Is that
not the case ?

Mr. TALBYT. That is correct.
Mr. CABELL And by making it more difficult for them to secure the

information which they are requesting, then the natural reaction
would be one of antagonism and consequently might intensify their
present program rather than to alleviate it. Is that your opinion ?

Mr. TALBoT. Yes, sir; that is my opinion.
Mr. CABELL. Thank you, Mr. Secretary.
Mr. ASHLEY. Mr. McGrath?
Mr. McGRATH. Thank you, Mr. Chairman.
Mr. Secretary, is there any similar situation in any part of the world

where a group of nations have banded together to put a boycott on a
sister state, similar to what the Arab League is doing ?
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Mr. TALBOr. I know of no similarly organized effort, Mr. McGrath.
As you know, through the years various nations have refused to do
business with the-with particular other nations. I think, for ex-
ample, of a number of states of the world that refuse to do business
with the Union of South Africa because of the apartheid question.

Mr. McGRATH. Now, I take it when American companies that do
business with the Arab nations receive questionnaires or are com-
pelled to sign agreements, do they receive the questionnaires and sign
the agreements with the Arab League or with the individual Arab
nations

Mr. TALBOT. Wel, sir, as I understand the normal practice of the
Arab boycott authorities, questionnaires may be sent to companies in
other countries in Europe and the United States, elsewhere, with
requests that these questionnaires be filled out or the possibility that
the company would be blacklisted by the boycott committee. It then
becomes a matter of decision for each company as to whether to
respond.

We know of a number of companies in which these requests for in-
formation have been delegated to the wastebasket. If a company
decides to respond, it provides the information it desires and then
further action may be taken by the Arab boycott committee and the
recommendations of that committee passed on to the individual states
which they presumably would pass certain administrative regulations.

Now, this is a fairly long process and when a company which is par-
ticularly affected by it finds the nrocess has started. very frequently
consultations will begin in the individual states, usually by representa-
tives of the company and, if desired, with the support of the U.S.
Government.

Mr. McGRATH. Is it a fair statement to say that at least some Ameri-
can companies have ignored the Arab boycott ?

Mr. TALBOT. Yes, sir.
Mr. McGRATH. In those particular instances has their ignoring

of the Arab boycott had any deleterious effect on our own programs
of economic denial?

Mr. TALBOT. I know of no such case. Mr. McGrath, nor would I an-
ticipate that it would have such an effect. Each company, after all,
is its own best judge of how to proceed in developing its own trade
and business opportunities overseas. And the fact that an individual
company decides not to respond I think is substantially different from
the question before the committee this morning.

Mr. MCGRATH. That is all.
Mr. ASHLEY. Mr. Hansen ?
Mr. HANSEN. Thank you, Mr. Chairman.
Mr. Secretary, earlier in your testimony or that of Secretary Ball

I gained the notion that one of the chief concerns of the Department
of State is the fact that the establishment of this amendment as law
would tend to shut off sources of information the State Department
now has by way of retaliatory or countermeasures. Is it a proper
premise for me to take that this is one of the chief concerns? You
might explain that a little.

Mr. TALBOT. Mr. Hansen, this is our judgment in two separate re-
spects. In the first respect, if this legislation were to be passed as
Secretary Ball said, our estimate is it would be more difficult to get the
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cooperation of foreign firms in providing the information that we
seek from them in order to conduct effectively our own economic denial
programs.

The second respect is a question as to whether our diplomatic ef-
forts which have had some success until now would be as effective if
the U.S. Government took the position suggested by the proposed
legislation.

Mr. HANSEN. Thank you. Now, I have another point which I
think is of some importance.

What is the extent of the volume of business that has thus far been
affected by the actions of the Arab States ?

Mr. TALBOT. Mr. Hansen, I know of no way of answering that ques-
tion because each company that has been interested in doing business
in the Middle East has presumably made decisions on the basis of its
own judgment of the situation, and we don't know how many com-
panies may have been interested in doing business were it not for the
boycott.

We don't know how many companies would perhaps have found it
more profitable to go in and decide it wouldn't be so profitable under
these circumstances. This is a very unclear question.

Mr. HANSEN. You have no research on that.
Mr. TALBOT. No, sir.
Mr. HANSEN. Do you have any data that would show the situations

in a particular company, for instance, that might have been seriously
affected by this boycott situation ?

Mr. TALBOT. In a particular-
Mr. HANSEN. With regard to their well-being as a business firm,

whether or not they have been affected volume-wise to a point where
it has been detrimental to their continued existence ? This, of course,
would probably apply only to a small organization that had a limited
area of operation.

Are there any situations of that kind that you know of, that your
department knows of, where someone has been, we will say, driven
out of business, so to speak, or has had a volume reduction that seri-
ously has impaired their financial well-being?

Mr. TALBOT. I am not aware of any particular case, Mr. Hansen.
Of course, whenever an American company seeks to do business over-
seas it is faced with the problem of whether it can meet the laws and
regulations of the oversea country and still operate profitably. And
the problems that American business has had in various countries of
the world are fairly well known.

In some cases there are administrative restrictions on the repatria-
tion of profits. In other cases there is labor legislation that makes it
very difficult to operate.

This boycott is one of the factors that a company desiring to do busi-
ness in the Middle East would have to take into account, but what a
particular company's judgment might be depends on its own oppor-
tunities as it sees them.

Now, when a company desiring to do business in the Middle East
or doing business in the Middle East believes that it has encountered
difficulties over the boycott, it may come to the U.S. Government and
ask for counsel and cooperation and possibly assistance in clearing
away those difficulties.
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Mr. HAN8E;IF Thank you. No more questions, Mr. Chairman.
Mr. ASHLEY. Mr. Talbot, unless there are other questions of the

committee-do you have any ? Mr. St Germain.
Mr. ST GERMAIN. If you would, and this comes from the answer to

one of the previous questions, what in essence has the Department of
State done to mitigate the effects of this boycott in looking toward
the interests of the American firms ?

Mr. TALBOT. Well, sir, we have on numerous occasions discussed
with American firms that felt themselves affected by the boycott how
best they could deal with the situation. We have given counsel to
quite a few of these firms. When they have decided what they wanted
to do, if it has seemed appropriate to give diplomatic support to their
efforts, we have done this.

In practical terms what I am saying is that we have repeatedly
and fairly extensively had diplomatic exchanges with various Arab
States about particular boycott situations.

Mr. ST GERMAIN. In specific instances.
Mr. TALBOT. Yes, sir.
Mr. ST GERMAIN. Thank you. But on the overall situation, on the

overall boycott, have you been able to do anything effectively to miti-
gate or reduce this effect ?

Mr. TALBOT. I don't know, Mr. St Germain, how one can distin-
guish between the overall and particular cases because, of course,
application is particular. The policy of the Arab League on the
prmary and secondary boycotts relating to Israel has not been
changed.

Mr. ST GEMfAIN. Has the State Department indicated in any in-
stance to the Arab country, to the Arab League, or whatever you want
to call it, its disdain or displeasure with this particular boycott ?

Mr. TALBOT. We have indicated in the clearest terms on numerous
occasions to states conducting the boycott our opposition to this policy
and to this practice, yes, sir.

Mr. ST GERMAIN. You have stated that on numerous occasions you
have lent counsel, given counsel, and on some occasions you have taken
diplomatic steps with some of the Arab countries, correct?

Mr. TALBOT. Yes, sir.
Mr. ST GERMAIN. Do you keep a file of these instances by any

means?
Mr. TALBOT. Well, where there has-where paperwork has been

involved, the papers must still be around, here or in Archives or
somewhere.

Mr. ST GERMAIN. I am just wondering how often you take that step
where you go beyond the counseling and actually attempt to apply
diplomatic pressure. How often you have done it.

Mr. TALBOT. We take it at the request of American companies when
our preliminary discussions suggest that this is the wise course.

Mr. ST GrEMAIN. Now, getting back to one point, you mentioned
that now I think you said it is secondhand information that as of a few
months ago some firms have been blacklisted by Israel ?

Mr. TALBOT. Yes, sir.
Mr. ST GERMAIN. How many firms are involved ?
Mr. TALBOT. I am not aware of the number of firms that are in-

volved nor am I aware of the operation of the Israel Government ac-
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eions, whatever that may be. We did see the announcement that this
was the intent and that certain firms in several countries would be
affected.

Mr. ST GERMAIN. Do you know the reason for their taking these
steps? Did they give a reason for taking these steps against certain
firms and certain companies ?

Mr. TALBOT. Well, in very general terms the reasons suggested were
that these firms had capitulated to the Arab boycott restrictions.

Mr. ST GERMAIN. If they have capitulated to the Arab boycott re-
strictions, that means that the Israel Government firms can't do busi-
ness with them, doesn't it? And in essence, therefore, who is really
imposing the boycott, the Arab boycott or the Israel boycott ?

Mr. TALBOT. Again, I would not, of course, speak for the Govern-
ment of Israel and what it is doing in this field.

Mr. ST GERMAIN. But wouldn't you agree if that is the case that
the reason for their not doing any business with firm X is because firm
X capitulated to the Arab boycott 8 This is like swinging at the wind
because this country can't do business with the Israel firms anyway.
They have capitulated. Isn't that a logical conclusion?

Mr. TALBOT. But it was Israel authorities who announced that cer-
tain firms which had refused to sell directly to Israel because of Arab
pressures would be denied import licenses until they stated publicly
that they would no longer defer to the boycott.

Mr. ST GERMAIN. Nothing further.
Mr. HALPERN. Mr. Chairman, if I may, just one further point I

would like to make.
Mr. Secretary, you mentioned a few instances of State Department

steps to help resolve this situation, but what about, the countless firms
which are still blacklisted? Now, the fact remains that U.S. firms
continue to receive questionnaires and requests for affidavits and nega-
tive certificates.

Now, this indicates that there has been no effective action over the
past 15 years to stop this interference.

Mr. TALBOT. Mr. Halpern, as I said in response to a question by Mr.
St Germain, there has been no change in the Arab boycott policies
of which we are aware. When certain-when American companies,
individual American companies, regard their interests as hurt by this
and request the assistance of their Government, we do what we can.

Mr. HALPERN. Yes; but obviously it hasn't been successful.
Mr. TALBOT. Well, sir, that is a matter of judgment. In a number

of situations I think that one could say that the success has crowned
the efforts.

Mr. HALPERN. I think the issue here is far more important than in-
dividual firms. It is a matter of policy. In my opinion it is a re-
pugnant policy that should be corrected through legislation.

Mr. TALBOT. The issue as I understand it is whether this proposed
amendment would assist U.S. interests abroad and the testimony of
Secretary Ball is addressed to that point.

Mr. HALPERN. I think it will go far in assisting the U.S. position
abroad.

That is all, Mr. Chairman.
Mr. ASHLEY. Mr. Secretary, we appreciate your testimony very

much this morning. It has been helpful to the subcommittee and I am
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sure it will be to the full committee in consideration of this difficult
matter.

Mr. TALBOT. Thank you very much, Mr. Chairman. We appreciate
the opportunity to appear before you and the subcommittee.

Mr. ASHLEY. Thank you.
Our next witness will be Mr. Robert E. Giles, General Counsel of the

Department of Commerce, accompanied by Mr. Alexander Trow-
bridge, Assistant Secretary for Domestic and International Business.

If you gentlemen will come forward, please.

STATEMENT OF ROBERT E. GILES, GENERAL COUNSEL, DEPART-
MENT OF COMMERCE; ACCOMPANIED BY JAMES L PARRIS,
ASSISTANT GENERAL COUNSEL, AND WILBERT L WHITSETT,
STAFF ATTORNEY

Mr. ASHLEY. Mr. Giles, this subcommittee welcomes you and we
are obliged to you for your presence this morning. You are free to
proceed as you wish.

The subcommittee does have permission to sit while the House is in
session and because your statement appears to be short and because of
the character and nature of the subject matter before us, I think it
would be as well if you proceeded to read your full statement if that is
agreeable with you.

Mr. GILES. Thank you, Mr. Chairman. I will be glad to do that.
First, if I may, I would like to introduce Mr. Parris on my right,

assistant general counsel on my staff and Mr. Whitsett, attorney on my
staff, who is on my left.

Mr. ASHLEY. Now, do I understand that Mr. Trowbridge is not with
you this morning?

Mr. GILES. Yes, sir. That is correct.
Mr. ASHLEY. All right.
Mr. GILES. Mr. Chairman and members of the committee; I appre-

ciate this opportunity to appear before you today and to express our
views on H.R. 627.

I believe there are other similar bills which have been introduced
in the House.

The bill would amend section 3(a) of the Export Control Act to
prohibit American businessmen from furnishing information or sign-
ing agreements or taking any action which might be required by a for-
eign country, in furtherance of a boycott or similar trade restriction
practiced by it against another country friendly to the United States.

The Department of Commerce recommends against enactment of
this bill. We share the deep concern of the bill's sponsors over re-
strictive trade practices and boycotts between countries which are
friendly to us, and with which we have mutually beneficial trade.
Such practices among our foreign friends undercut the prosperity
and orderly growth of all nations involved. But while we believe that
the United States should do what it reasonably can to reduce any ten-
sions between its trading partners, we do not believe that H.R. 627 is
an appropriate measure for achieving this end.

The Export Control Act provides for the regulation of exports for
three main purposes-to safeguard our national security, to further our
foreign policy and to protect the domestic economy in short supply
situations. To carry out these three basic objectives the President
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needs considerable administrative flexibility, since international politi-
cal, military and economic conditions continually change. The broad
authority presently contained in the act is consistent with this funda-
mental need. The Department of Commerce believes that it would
be unwise for Congress to enact a law which would require specific
action to be taken by the executive branch, irrespective of its adverse
impact at any given time on larger, more basic issues in our relations
with other countries.

The introduction of this bill was prompted by the Arab boycott
against Israel, although it would also seem to apply to any counter-
measures taken by Israel against the Arab countries and to any simi-
lar boycott effort involving other countries. The stated main objective
of the bill is to make such boycotts difficult or impossible to administer,
thereby forcing the boycotting countries to terminate them and freeing
the American businessman from restrictions in foreign trade opportu-
nities. We question whether the enactment of this bill would achieve
its objective--or whether, instead, the boycotts would likely continue,
so that American business could be placed in an overall worse position.

The legislation assumes that if American businessmen are forbidden
to supply information or otherwise cooperate with the boycotting coun-
tries, the "blacklist" will be impossible to administer and will come to
an end. But we should not ignore the fact that the boycotting coun-
tries will undoubtedly have and may use other, perhaps less reliable,
sources of information from which to collect the data necessary to
administer their "blacklist"-for exaanple, competitors, trade journals,
or informers outside the United States. In such an event, it might re-
sult that some American businessmen would be blacklisted on the basis
of erroneous information. This would present the problem whether
the businessmen so listed would be able, under the bill, to provide the
correct information to the boycotting country in order to secure their
removal from the blacklist.

It has been suggested that American businessmen would be happy
to have legislation such as this enacted to bolster them in their resist-
ance to the boycott. However, while proponents of this legislation
indicate there are over 150 firms listed on the Arab blacklist we are
not aware of any strong business demand for passage of this legisla-
tion. It is true that American businessmen wishing to trade with
both countries may currently be faced with a dilemma, since certain
business relations with one may result in blacklisting by the other.
However, this is by no means always the case. Our information indi-
cates that domestic concerns which do not cooperate with the Arab
boycott are not necessarily barred from the Arab markets. Assuming,
however, a situation where trade with one country would assuredly
result in retaliation by the other, the American businessman is today
at least free to choose between the two, in accord with his own judg-
ment. The bill if enacted would deprive him of this choice since he
would be prohibited by law from satisfying the boycott requirements
of any country.

In summary, it seems to us that the administration of the basic policy
objectives in the Export Control Act could be adversely affected by
the enactment of the bill, that the bill would not be useful in bringing
to an end the boycott, and that it would have undesirable side effects
for American business.
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Thank you, Mr. Chairman. That concludes my statement. I will
be glad to try to respond to any questions.

Mr. AsHLEY. Thank you, Mr. Giles.
On page 2 of your statement you state that the Department of

Commerce believes that it would be unwise for Congress to enact a
law which would require specific action to be taken by the executive
branch irrespective of its adverse impact at any given time on larger,
more basic issues in our relations with other countries.

I wonder if you would amplify on the specific action which would
be required to be taken by the State Department in the event that the
proposed legislation-and I am referring now to the Multer-Halpern
amendment-were to be adopted.

Mr. GILES. Mr. Chairman, what I mean by that is that the proposed
bills, looking at H.R. 627, would require that this regulation be
adopted and promulgated by the executive branch, and I am looking
at page 2 of the bill, line 3:

aSuch rules and regulations shall prohibit in furtherance of the
policy."

And it goes on to explain it. That is this specific action which
would be required under the bill.

The executive branch would have to take this action across the board
regardless of the impact or results that may flow from it as indicated
by the previous witnesses. And on balance it is our judgment that this
would not be to the overall best interests of outi Government or of
American business who are involved in both areas.

Mr. AsHiLE. In other words, you have reference in your statement
to the rules and regulations that will be promulgated by your depart-
ment?

Mr. GmIES. Yes, sir.
Mr. AsHLEY. Upon enactment of the legislation.
Mr. GmEs. That is right. The legislation would require that such

a rule and regulation be adopted and administered.
Mr. ASHLEY. And inasmuch as the language is quite specific that

there would be rules and regulations which would prohibit domestic
concerns engaged in the export of articles, materials, all supplies,
including technical data, from the United States which has the effect
of furthering or supporting restrictive trade policies or boycotts im-
posed by any foreign country against another country friendly to
the United States, your position is that such rules and regulations
would seek to accomplish that end perhaps by the imposition of penal-
ties, by some kind of a policing method ?

Mr. Gnxs. No, sir. The point I was making is that it would be
undesirable to require the Department of Commerce, the Secretary
of Commerce, to promulgate this sort of specific regulation. Once
this bill was passed, that would be required and that. regulation would
have to be published and administered unless and until Congress
changed the law regardless of any change in circumstances.

So the basic point I was making, Mr. Chairman, is that in adminis-
tration of the Export Control Act, it has been traditional that the
executive branch, the President and his delegatees would have broad
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discretion to determine what specific rules and regulation should be
published from time to time in the light of foreign policy and inter-
national economic affairs as they develop, and there is, of course, over
the years a constant change in both those areas.

Mr. ASHLEY. Do you have any idea, Mr. Giles, how many American
firms presently do business both with a country or countries within
the Arab league and at the same time with Israel?

Mr. GILEs. Mr. Chairman, I do not have that specific information
as to how many. We have seen published material which indicates
that the Arabs have something like 150 or more firms on their so-
called blacklist. So that is just one figure.

Now, so far as I know, our Government is not able to really
verify that information because it is what is generally reported and
may or may not be correct.

I would like--it might be relevant at this point simply to put
before the committee the information which is contained in our quar-
terly report on export control which was submitted to Congress earlier
this year. This is the quarterly report on the last quarter of 1964,
and on page 46 of this quarterly report on export control we list in-
formation and data on U.S. exports and imports to the various areas
of the world. On that page we have a category of Near East which
includes, of course, the United Arab Republic and other Arab nations.

I simply note that for the year 1958-rather, 1957 is the first one-
our exports to the Near East, which includes the several countries in
that area, totaled $452 million. In 1963, the full calendar year, the
total has gone up to $766 million. That simply indicates that the total
amount of trade in that area which the Arab nations involved as well
as Israel, I should think, has been on a steady increase.

At the same time, during this period there was a small but not too
significant increase in our imports from this same area. It has been in
the neighborhood of $325 to $330 million a year.

Well, I simply recite that, Mr. Chairman, to indicate the volume of
trade overall m this area and to indicate that during the past several
years, our exports to this area of the world have shown an increase.

Mr. ASHLEY. This would be true both with respect to the Arab States
and to Israel?

Mr. GILES. I think so, but as I mentioned, I don't have the break-
down.

Mr. ASHLEY. Well, would it be possible to supply for the record the
volume of American exports?

Mr. GrLEs. We will try to do that. I think we can.
Mr. ASHLEY. Well, would there be any great difficulty in this, Mr.

Giles?
Mr. GILEs. I shouldn't think so. I just don't know how our informa-

tion is compiled.
Mr. ASHLEY. Well, we do state rather often that we have a favorable

balance of trade, volume of our foreign trade is so many billions of
dollars. This is a compilation, a total of our trade transactions with
the various countries in the world. I would suppose, wouldn't you,
that it would be possible to show, let us say, in the years 1960 through
1964 the volume of American exports to the Arab States and to Israel.

Mr. GILES. All right. We can get that information.
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(The information referred to follows:)
GENERAL COUNSEL OF THE DEPARTMENT OF COMMERCE,

Washington, D.C., May 20, 1965.
Hon. THOMAS L. AsrzEY,
Chairman, Subcommittee on International Trade,
Committee on Banking and Currency,
House of Representatives, Washington, D.C.

DEAR MR. CHAIRMAN: In response to the committee's request, I am enclosing
a chart which shows the volume of U.S. exports to Israel and to the Arab coun-
tries during the years 1960-64.

I am sorry but I am unable to furnish you with information concerning the
number of U.S. firms exporting shipments to Israel, to the Arab countries, and
to both Israel and the Arab countries, during the years 1960-64 for the following
reasons:

The Census Bureau's source documents for compiling statistics on exports from
the United States are the shipper's export declarations which are filed by the
exporter (or his agent) prior to shipping the merchandise abroad.

Since many shipments may 'be made by the same firm, and since no indication
of names is shown in our statistical tabulations, a determination of the number
of different firms would require that we have all the shipper's export declara-
tions covering shipments to the particular country(s) withdrawn and analyzed.
The file copies of shipper's export declarations are not, however, filed in any
order which would readily lend itself to a segregation of documents, either by
name of U.S. exporter, or by geographic location of consignee.

The Census Bureau's basic tabulation for locating individual export declara-
tions is a monthly machine listing of items reported on shipper's export declara-
tions in commodity by country arrangement. Locating all documents for ship-
ments to Israel, e.g., would require that we first determine all the commodities
exported to Israel during the given period, and then go through the detailed
commodity by country listings and search through all the commodities involved
to identify those declarations covering shipments of the commodity to Israel.
A very preliminary check of the number of transactions involved for the 5-year
period indicates that the clerical costs involved in our undertaking such a job
might run in excess of $50,000.

Even if the cost of the job as outlined above was not deemed to be prohibitive.
the results would be inconclusive. Individual shipments valued less than $100
are not tabulated, and the declarations covering them are not filed in any order.
Shipments valued from $100 to $500 are included in the statistics on a sample
basis and those shipments not selected in the sample are not filed in any order.
There are over a quarter of a million documents in these two categories filed
each month, and since the documents are not filed in any order, it would be
impractical to attempt to search through this number of documents by hand to
select documents for individual countries.

Thus, the information which the Bureau of the Census could supply in re-
sponse to your inquiry, i.e., the number of exporters making shipments to the
countries involved, whose shipments were included in the official export statis-
tics, would be extremely costly, time consuming, and inconclusive.

Sincerely yours,
ROBERT E. GILEs.
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U.S. exports including reeoports 1 to Arab countries and Israel, 1960-64

[In thousands of dollarsl

Country 1960 1961 1962 1963 1964

Israel ...........-........-..-. 125,523 147,234 174,881 167,413 181,270
Arab ountrks -.... --.a.-.... 6510,642 618,949 724,511 678,066 769,642

Ade------------------------------------- 2,809 , 269 8,4 6, 880 , 214
Algeria .... 23,821 42,115 49, 977 44,639 52,990
Arabian Peninsula States, not elsewhere duassl-

fled .- - - 7,438 17,438 14,592 17,609 16,955
Iraq- 36, 932 37,379 34,569 32,833 56 408
J.ord ..................an....-- -.. 16,977 28,562 20,882 37. 101 20, 30
Kuwait .. 40,849 56, 412 63,868 59,999 55,336
Lebanon ................................ 44,312 45,361 43,361 51,218 57,151
Libya .-.......- 42,157 33,675 44,571 43,406 58,883
Morocco ------------------------------------ 4,126 6,989 2,638 56, 223 37,35
Saudi Arabia ......-.. 43,388 54, 996 77,460 69,326 89,197
state of Bahrein... 8,209 9,735 8,756 8, 99 8,811
Syrian Arab IRepublc 37,722m 26,819 29,485 15,161 11,022
Tuni.sia -------------- - 21,250 39,512 46 975 25,902 32,118
United Arab Republic ...-...... ... 150,652 162,687 225,013 209,776 267,869

I Excludes military shipments.
' Includes Yemen, Sultanate of Oman, Trucial Sheikhs, and Qatar.

Source: 1960-63, Statistical Abstract of the United States (1964): and 1964, Bureau of the Census, U.S.
Department of Commerce.

U.S. general imports from Arab countries and Israel, 1960-64

[In thousands of dollars'

Country 1960 1961 1962 1963 1964

Israel ------.........--.....-------------------------------..-- 27,266 32,640 41,085 47, 370 56,123
Arab countries ..-. . - ------------......--- 277. 97 277, 55 252,498 243, 256 24, 67

Aden .-...... 265 238 114 133 | 404
Algeria .-......- I-...........-- - 1, 371 260 5,327 842 , 343
Arabian Peninsula states, not elsewhere classified 4,475 24, 66 22,660 29, 740 44,121

------- ---- ---- --- --------------------------- 27,160 29,415 9,692 9,499 8,364
-Jorda -n ----------------------------- --- 92 496 74 81 186

Kuwait ------------------------------- - 123,705 108, 890 87, 721 67, 445 52,045
Lebanon ..-......---------.-..-....-.... 3,469 4, 410 5,047 6,935 7,972
Libya ........ ---------------------------------- 319 458 11, 933 15, 834 28, 53
Morocco ....----...... -- ------------------....-- 10, 457 11, 350 10,739 6, 776 6,041
Saudi Arabia .--.. . -----------....-.-.---- 65,220 55, 532 66,927 78, 213 85,998
State of Bahrein ..-............. 2,826 927 646 3,102 2,728
Syrian Arab Republlc- .-.-........ - - - 6, 537 5,120 4, 386 4,009 5,396
Tunisia -......-...-.....--... . 473 683 1,640 779 1,307
United Arab Republic -........--.-...... 31, 618 35,111 25,592 19,.868 16, 222

I Includes Yemen, Sultanate of Oman, Trucial Sheikhs, and Qater.

Source: 1960-63, Statistical Abstract of the United States (1964); and 1964, Bureau of the Census, U.S.
Department of Commerce.

Mr. AsHLEY. Now, American firms, particularly those in manufac-
turing, perhaps those selling technical data, too, must have an export
license m order to enter into commercial transactions with either
Israel or the Arab States. Isn't this so?

Mr. GIsL . That would depend, Mr. Chairman, on the specific com-
modity or the kind of data involved, whether or not there was this
security aspect and whether or not the item was on our "General
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License" list as to which an individual license application is not
required or whether it would be on the restricted list.

Mr. AsHLry. Yes, but I am talking about the nonstrategic list of
items and on these isn't it true that what is required is a general
license? General export license?

Mr. GnLrS. Well, general license means that we simply have a pub-
lication in the Federal Register listing the hundreds of commodities or
items--and say that no individual export license application is re-
quired and therefore the company would be free to ship those items
without-

Mr. AsHLEy. I see. And there would then be no record.
Mr. GEms. That is right.
Mr. ASHLEY. Within the Denartment of Commerce.
Mr. GOLrs. That is right. There would be no export control record

as such.
Mr. AsLErr. Would there be any record in the Department of Com-

merce in any manner?
Mr. GIEs. Possibly through our Census Bureau, which gathers

statistics on exports and shipper export declaration forms, and that
sort of thing.

Mr. AsHLEY. What I am getting at, of course, is whether or not
there is any measure of the number of firms doing business in both
Israel and the Arab States.

Mr. GIms. I don't know exactly what data we have but that is
something that. we would like to supply for the record and we will give
the most specific information that we have.

Mr. ASHLEY. Yes. I think that it would be of value to the com-
mittee and to the House in considering this question to have the num-
ber of firms, if available, doing business with the Arab States, the
number doing business with Israel, and if possible the number doing
business with both because this is the issue that we are discussing.

Mr. GILEs. All right, sir.
Mr. AsmLEy. And I don't wish to pursue that but I do think that

would be very cogent and valuable information to have.
This is a question that I put to, also would like to have your com-

ment on, Mr. Giles.
You state on page 3 of your statement that it is true that American

businessmen wishing to trade with both countries; that is, the Arab
League and Israel, may be currently faced with a dilemma since cer-
tain business relations with one may result, in blacklisting by the other.

If the legislation in question is adopted, would it be your thought
that this dilemma would be ameliorated or would the dilemma really
become greater

Mr. GILEs. Well, our view is that it would really become greater.
It would be a different kind of dilemma. The company wouldn't
be faced with having to make a choice presumably as to whether he
would furnish the required information. But there would be a
greater dilemma for the companies overall, we think, because we don't
know what the greater reaction might be on the part of these Arab
countries, and our distinct impression is that while American busi-
nessmen are not at all happy and do not condone this sort of boycott-
this sort of trade restriction which is carried on by the Arab coun-
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tries-we do not understand that they believe this sort of legislation
would really resolve their problems.

So we think that they very well could have different or greater
kinds of dilemmas if this bill were enacted into law.

Mr. AsHLEY. Do you foresee that if this legislation is enacted the
volume of American commerce with the Arab States might decrease?

Mr. GmLES. It very well could have that effect; again, of course,
depending on the precise action by the Arab States. Of course, we
would assume-I am sure it is the case-that a good many companies
and firms have commercial relations with one or more of the Arab
countries and do not have, let us say, with Israel simply because of
the nature of the business they are in. So it is entirely possible that
this sort of straight across-the-board requirement would cause those
business firms to be adversely affected, and then they would be out
entirely. They would not be able to have any commercial relations
either with Israel or with the other group of countries.

Mr. ASHLEY. Just two final questions. The purpose of the Arab
boycott is quite clear to us all, to prevent other countries from entering
into commercial transactions with the nation of Israel. The boycott
is directed to U.S. companies, and also to other companies of other
nations.

Do you know how other nations are responding to the requirement
for the types of information that the Arab League seeks to elicit from
business concerns interested in doing business in the Arab States and
Israel ?

Mr. GLEs. Our information is that no other country has through
its Government taken governmental action on this matter but they
have met it as the United States has up to now through whatever
action their private business firms could take and saw fit to take
themselves.

In other words, as we now have it in the United States with U.S.
firms, the choice is left to them to make their own judgment as to what
they do in specific cases. It is our information that that same gen-
eral situation prevails in the other countries.

Mr. AsHLEY. What you are saying, of course, is that there is no
governmental action that you foresee, at least none that has been
presented.

Mr. GILES. We are not aware of any.
Mr. ASHLEY. That there is no governmental action that can be

taken that will afford the protection to American business concerns
which is quite properly a matter of concern to those who are sup-
porting the legislation.

Mr. GILES. That is right, sir, and I would like to emphasize this
point. This bill, if enacted, and the regulations, if published, are
directed against U.S. business firms. They are not directed against
the Arab nations or any other country. They are directed against
U.S. business firms.

Mr. ASHLEY. Well, do you foresee, then, that to the extent that
American business firms might comply and would comply with the
rules and regulations adopted, as a result of enactment of the legisla-
tion; that there might be simply a transfer from the United States
to other commercial nations of the world of that volume of business
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that is presently being generated in the United States and directed to
the Arab States?

Mr. GILEs Yes, sir; very definitely.
Mr. ASHLEY. Now, finally, the Department of Commerce is charged

with the responsibility of administering the Export Control Act. Is
it your testimony that the result of adoption of this legislation, if that
should be the case, would be deleterious in terms of administering
the Export Control Act which, of course, has as its main purpose
the national security of the United States ?

Mr. GILES. Yes, sir. We think this would be an undesirable change
in our export control law.

Mr. ASHLEY. Now, would it specifically cause problems in terms of
administering the Export Control Act ?

Mr. GILEs. Well, we can certainly visualize and foresee that it
would cause some serious administrative problems, Mr. Chairman.

For example, under this bill we would be required to issue a regula-
tion telling all American business firms that they shall not furnish
information or sign agreements which would have the effect of fur-
thering or supporting restrictive trade practices or boycotts.

Well, certainly there could be a question on a given situation: Is this
going to further or support a boycott ? And then what is a restrictive
trade practice? The bill applies to restrictive trade practices or
boycotts fostered or imposed by any foreign country against another
country friendly to the United States. So what is a restrictive trade
practice, and in a given case, will it have the effect of furthering or
supporting that restrictive trade practice or boycott?

Then we could visualize that there would be very serious questions
involving other countries, not just the Arab countries and Israel, but
other countries where one of our friends in almost any part of the
world may decide to take some action against a third country involv-
ing their trade relations and we might get involved in this sort of
activity, and we could visualize all sorts of commercial and economic
difficulties arising from that.

Now, in addition, so far as strict administrative problems, I think
you would have in this situation, as we do in other parts of our admin-
istration of the Export Control Act, but probably even amplified
here, the usual problem of enforcement. How are you going to get
information about this? And then when you get the information,
what do you do with it? What sort of followup penalty action do
you take?

Of course, presumably the way this is written, if there were a viola-
tion of such regulations it would be a criminal offense. And pre-
sumably we would be in a position to turn the information over to the
Justice Department to consider whether criminal action should be
be brought or whether some lesser type of action. But it is all in an
area, Mr. Chairman, where we think very frankly that the adminis-
trative problems would be considerable aside from the policy objections
that we have raised.

Mr. ASHLEY. The main thrust of my question was whether the enact-
ment of the proposed amendment or legislation would make it more
difficult for the Department of Commerce, for example, to follow
American originated goods and commodities and perhaps service which
are for export to a friendly country with the stipulation that there be
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no transshipment of such goods, services, or what have you, to an un-
friendly country.

Mr. GILEs. Yes, sir. It very definitely could have that effect.
Again, as I indicated, we do not know just how broad the application
of this sort of law could be and we do have to depend upon other
countries, as Secretary Ball brought out, for a great deal of help in
administering the Export Control Act and in enforcing it, getting
information from other countries as to what is happening and what
may happen to American exports. So it is

Mr. AsHLEY. Do we count, for example, on-where there is a ship-
ment of an item that could be of strategic value to a bloc country, and
therefore would be on the prohibitive list but, of course-let's take
the British, for example. Do we count on the British to police the
provision against transshipment or does the Department of Commerce
have dealings directly with the company that may be exporting such
a commodity or item or service ?

Mr. Gmns. Well, in terms of our enforcement, we have the direct
commitment of the company, of the companies involved, the commit-
ment that they will transship contrary to our regulations. And then
in the case you mentioned, such as, for example, Great Britain, we
do have Government-to-Government cooperation through the so-called
CoCom arrangement, the coordinating committee arrangement on ad-
ministering export controls. So there is a Government cooperation,
but in a specific case I think we would say that it is more on a company-
to-company basis that we have to look for the information and coop-
eration. And, of course, if we have information which indicates some
possible violation, we would bring that to the attention of the appro-
priate Government authorities in Great Britain and they would co-
operate with us, which they have always done in these cases.

Mr. ASHLEY. Well, we don't have any blacklist, as Mr. Halpern
and others have pointed out, that we use as a stick. However, if our
Export Control Act, which is the basic legislation that you are con-
cerned with, is to be effective, we must rely on the ability of the De-
partment of Commerce to elicit information which will either assure
us that items which we don't want to have shipped to particular coun-
tries will not be shipped or in the event that they are, that that in-
formation will become available to us.

Mr. GILEs. Yes, sir, that is correct.
Mr. ASHLEY. So that in that sense we are interested in information

that is restrictive in terms of the items that are under question.
Mr. GILES. Yes, sir.
Mr. ASHLEY. Mr. Halpern.
Mr. HALPERN. Thank you, Mr. Chairman and distinguished wit-

ness. Just one point before I go into some comments and questions.
In line with the chairman's reference to the application of the Arab

boycott against Israel in Europe, I would like to point out that there is
cartel action in Europe and we don't have that here which I believe
is an important point to bring out.

Now, I want to repeat what I said to Secretary Ball, that this is not
a matter of foreign policy. It is purely a commercial matter and the
aggrieved parties are not the Arabs or the Israelis. They are the
American businessmen. And apparently for 15 years nothing ef-
fectively has been done for them.

48-o42-65 7
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Now, as I said, I have a few questions. But before asking them, I
would like to clear the record on two points which came out this morn-

ieference has been made to the so-called Israeli boycott policy.
Now, there is no such thing. What Israel has said is that it would
withhold import licenses to firms which cooperate with the Arab
boycott, not which trade with the Arabs. And I think that point
should be brought out.

And with regard to the statement made by Mr. Trezise, I think his
name is, from the State Department concerning U.S. sanctions against
those 'who trade'with Cuba, let me clarify an important point lest the
record be misleading.

We iay urge friendly governments to limit their dealings with
unfriendly countries but we do not even presume to extend domestic
regulations against them or their companies.

Now, he referred to Communist China and Cuba. In those cases
the U.S. 'Government has urged friendly governments to restrain
trade with these countries and the appropriate U.S. regulations have
been applied to prevent U.S.-based and U.S.-originated trade, and that
is all. But no economic sanctions have been applied by the United
States to countries such as the United Kingdom, France, Canada and
the United Arab Republic, which currently conduct trade relations
with China and Cuba. And private companies in these friendly na-
tions which deal with Cuba and China are not prohibited or otherwise
limited, from trading in the United States. Nor do we ask them the
kind of questions which the Arab boycott office seeks to elicit from
American businessmen which this proposed amendment would
prohibit.

Now, Mr. Giles, I have a few questions here. Are you aware of any
reaction td this legislation from American oil companies ?

Mr. GILES. No, sir, not directly. We have not had any direct-
Mr. HALPERN. You haven't had any communications on this anti-

boycott legislation from any oil company with Middle East connec-
tions?

Mr. GILES. No, sir, not to my knowledge.
Mr. HALPERN. Did your Department, or to your knowledge, does

State Department, ever tell American businessmen to throw away
these questioninaires

Mr. GILES. I don't know that an'yone in our Deplartment has ever
said that nor do I know whether anyone in the State Department has
suggested that. either. We have had, I suppose, according to our best
information, about three or four inquiries on this during the last. two
and a half years, almost 2 years, since 1963 where some company would
write in and say, we have this questionnaire. We call this to your at-
tention. And we would like to have your best counsel and advice
as to how we handle this.

We have given our best counsel and advice in those situations. I
have not personally talked with anyone in that situation and I can't
say exactly what. was told them or suggested. But our experience has
been very limited in this area. It is quite natural that companies who
find themselves in this position would contact us and then very soon
if'not immediately we would be talking with the State Department
people because they are in a better position to go directly to representa-

92



REGULATION OF EXPORTS 93

tives of the foreign governments. That is about the best information
I can give you.

Mr. HALPERN. DO you not agree that this is an improper-and that
is a mild word-improper intrusion into the affairs of American busi-
ness?

Mr. GILES. Without any question the Department of Commerce is
very much opposed-deeply regrets this continued effort on the part of
the Arabs to do this.

Mr. HALPERN. That is all we are trying to correct with this legisla-
tion.

Now, it has been contended that this amendment will force Ameri-
cans-and I heard that in the colloquy here this morning-will force
Americans to choose between Israel and the Arab States. I feel to the
contrary. What we are trying to do here is to say that we want Amer-
ican firms to make their own choice without interference and that is
all this amendment will do.

Now , we have lists of companies, Mr. Giles, that have been black-
listed and other lists of firms that are dealing silently with both sides
of the Arab boycott, but the real injury of this practice cannot be meas-
ured merely in the terms of facts and figures. The existence of this
boycott itself constitutes a threat to the would-be trader and the would-
be investor. It is a discouragement and an obstacle.

Since you are affiliated with the Department of Commerce, would
you not agree with that ?

Mr. GILES. Well, I would assume that is is very undesirable in its
effect on American business firms who are involved. I think that is
very obvious. But I believe, Congressman, the issue here is whether
action by the U.S. Government would produce a net result better than
if the Government did not act.

It is sort of a balancing of interests or equities here. And in our
judgment we feel that it would be better for the Congress not to pass
this sort of regulation. That doesn't mean that we approve or endorse
or condone what the Arab countries are doing. We emphatically do
not.

Mr. HALPERS. Well, you do agree, though, that this does constitute
an unfair obstacle to trade in international business relations, and for
the life of me I cannot understand why the Commerce Department is
against taking some steps, effective steps-I should think this legisla-
tion would help the Department-to demonstrate a readiness to resist
such practices.

Mr. GILEs. Well, I believe that our difficulty is in our judgment and
estimate as to whether this would be as desirably effective as is sug-
gested. Now, you see, the legislation is not directed against the Arab
countries and it doesn't tell the Arab countries to cease and desist
from their boycott efforts. But the legislation is directed against
American business.

Mr. HALPERN. We cannot legislate to tell the Arab countries-
Mr. GILES. I know that.
Mr. HALPERN- (continued). But we can set policy in this case for

the United States.
Now it has always been my belief that the United States is opposed

to unfair trade restrictions such as the secondary boycott, that the
United States was in favor of freeing trade from artificial barriers.
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In accepting the terms of this boycott are we not putting ourselves in
a very contradictory position, Mr. Giles?

Mr. GILES. Well, the United States is committed to that in principle,
certainly and it is a good principle, and a desirable one. I think I
would want to mention one instance, though, just for the record where
the United States has taken action and is presently taking action
against businessmen of other countries which I suppose could be re-
garded as a boycott action.

For example, in connection with our efforts regarding Cuba, the
United States has a list of companies, foreign shipping companies,
whose ships are in operation to Cuba and we keep them on that list
and if they are on that list, they cannot do certain business in this
country. They cannot, for example, haul government cargo or gov-
ernment-financed cargo. And that has been very effective in cutting
out those companies from doing business in the United States.

Now, that is going on right today. That is simply an example of
where U.S. action in this area has gone beyond merely controlling or
regulating U.S. businessmen but also goes to the businessmen of other
nations.

Mr. HALPERN. Can you even begin to compare Israel with Cuba ?
Mr. GLES. It is not a matter of comparing the situations that led to

this. I am suggesting only the kind of action that our own Govern-
ment has taken in this area and I was responding to the point that you
made a moment ago that so far as you knew, the U.S. Government ac-
tion in this area was in regulating our own businessmen and not the
businessmen of other countries.

Mr. HALPERN. But I don't think it is at all relative.
Mr. Giles, you say that it is not in our best interests to accept this

amendment, and I would like to say at this point that I haven't heard
a single bit of testimony this morning, a single argument to justify
that statement.

That is all, Mr. Chairman.
Mr. ASHimY. Mr. St Germain.
Mr. ST GERmAIN. Thank you, Mr. Chairman.
Mr. Giles, you at one point stated that it would be undesirable for

the Secretary of Commerce to be placed in a position to have to issue
regulations were this amendment to be put into effect or were it to be
adopted. Yet I think you will agree that it is just as undesirable to
have American firms be exposed to the actions that result from these
questionnaires and these negative certificates, and what have you, so
that there is undesirability on both sides.

You also in very strong and glowing terms expressed your disdain
for the requirement or for the boycott itself.

You don't agree with this amendment. However, if that be the case,
can you suggest any other means to correct this situation if you feel
this amendment is not the answer to the question ? What is the answer
to the problem ?

Mr. GILS. Well, sir, I wish I could come up with the real answer
to that question. I don't know that I can. Our best judgment at this
time, sir, is that we don't see any Government action at this time which
we feel would be effective and which the net result would be to leave
U.S. interests, whether foreign relations or commercial, better off than
they are now.
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In short, it seems to us that it would be better to leave the judg-
ment to the businessmen who are involved as to how they can handle
it, what they will do in these specific cases, and the Government itself
with the State Department and Commerce Department will be of all
assistance that we can on individual cases, on a case-by-case basis.

Mr. ST GEaMAIN. But when you come right down to it, you haven't
been able to grant much assistance, have you .

Mr. Gnms. Well, we have not-
Mr. ST GERmAiN. This is being honest about it.
Mr. GrILS. We have not been able to get a concerted across-the-

board recision of this policy, that is correct, but we do think that we
have been-our Government has been of considerable assistance actu-
ally in its implementation or lack of it, and if I may, Congressman, I
am sure that Senator Williams of New Jersey would not want me to
use his words for my position, and he, of course, is very much for this
kind of proposal, but I do think it is pertinent to point out what Sena-
tor Williams stated as reported in the Congressional Record on
page 1760.

pHe points out that:
Now it is a fact that many American firms are defying the boycott. This testi-

fies to the strong belief of our business community in freedom of trade, to that
community determination to stand up to an irritating and continuous barrage.
These firms have learned to live with the boycott. They have found ways to
circumvent it. They have learned not to advertise the fact-

and so forth.
Israel has learned to live with the boycott, too. She has developed a thriving

merchant marine as much because of as in spite of the boycott.

Now, the Senator goes on to say he is aware that American firms
have been able to live with this, get along. So I want to be very fair
and make it clear that he also emphasized that in spite of that, he
thinks this bill is desirable.

Well? I refer to that, Congressman, because of the statement of fact
and opinion that he related. I think to put it in balance, our judg-
ment is that the boycott has really not been successful and American
business firms have been able to live with it in total and that that is
better, that is a better situation than we think would likely result if
this sort, of very strict nonflexible legislation were enacted.

Mr. ST GERMAIN. Mr. Giles, taking your last sentence, that is an
assumption on the part of Commerce and State; isn't that a fact?
You don't know that that would be the result of this legislation. This
is your opinion as to the result of the legislation.

Mr. GILeS. Well, yes, sir; that is all we can do is to express our best
judgment.

Mr. ST GERMAIN. NOW, as to your citation of Senator Williams'
statement, naturally we both agree it is part of a-it is taken out of
context. But, you know, when you state that they found-some
American businessmen have found that they can live with it, that is
like saying that a chap could have a broken arm or broken leg. Well,
it is not a desirable situation but he has it and he lives with it and he

s on. The ideal is to heal or mend the broken arm and broken leg.
And I think that is the attempt in this legislation.

You state in your statement-you bring up the fact that you haven't
heard from American businessmen on behalf of this legislation. You
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further state that you feel that this is so because some firms have
been able to continue to do business with both sides of the boycott.

By the same token, I would ask you, have you-I know I have not-
have you heard from any business firms who are opposed to this legis-
lation ?

Mr. GILES. No. We have not to the best of my knowledge, Congress-
man, and I think probably Secretary Ball correctly stated the situ-
ation, that this is the sort of proposal that the business community
involved probably feels is better that they not take a public position on
.one way or the other. I do think this, though, and of course this
is my judgment on an assumption from the fact that we have not heard
from them, that they do not feel that our present situation is so in-
tolerable that we ought to have the law enacted. That is a conclusion
we draw.

Mr. ST GERMAIN. You have stated repeatedly that this action is not
against-this would not affect the Israeli Government or the Arab
Government, but it would affect our American businessmen. And you
say that you feel it would affect them adversely. And once again I
say this is a conclusion you reach.

Mr. GILEs. Yes, sir.
Mr. ST GERMAIxN. We have no guarantee that that would be the

effect of legislation.
Mr. GILLS. Well, that is correct.
Mr. ST GERIAIN. The proponents of the amendment feel that it

would help correct the situation.
Now, you say that this would be an action against-if we pass this,

this would be an action against American businessmen.
Mr. GILES. Well, in the sense that it would be enacting a law which

would deprive-
Mr. ST GERMAIN. Would prohibit them from complying.
Mr. GILES. Would prevent American businessmen from making a

choice. They wouldn't be able to make their own choice.
Mr. ST GERMAIN. And yet you agree that the requirements of the

Arab countries, that these questionnaires be filled out, certain negative
certificates be filed, is undesirable.

Mr. GILES. Yes, sir; I do.
Mr. ST GERMAIN-. I think we find ourselves with some pretty odd

logic here.
'Ir. GILES. If we could pass a law, an effective one, which would cut

out the questionnaires and these efforts at the source, then that would
be something very constructive, but that obviously isn't within the
realm of possibility.

Mr. ST GERMAIN. How long has this boycott been in effect, Mr.
Giles ?

Mr. GILES. I don't have the exact period on that. I believe efforts
along this line have been underway for something like 15 years.

Mr. HALPERN. 15 years is correct.
Mr. ST GERMAIN. And has anyone in Commerce or State come up

with a solution to this problem in 15 years ?
Mr. GILEs. Not to my knowledge, sir. Unfortunately there seem

to be some problems involved in international relations and interna-
tional trade that we just don't have the answer to because we simply
don't have the effective means of controlling or persuading other
governments to do like we would like for them to do.



REGULATION OF EXPORTS - 97

Mr. ST GERMAIN. Now, you agree once again that this boycott does
affect American firms and some have learned to live with it ?

Mr. GILES. That is our information; yes, sir.
Mr. ST GERuaTN. Now, this is the situation imposed by these foreign

courntries, the Arab Nations, upon our American businessmen. And
so I fail to see why it would be so wrong for us as a nation to do what
we can to solve this dilemma for them by means of an amendment of
this type.

On page 4 of your statement you say, "The bill if enacted would
-deprive him'"-the businessman--"of this choice since he would be
prohibited by law from satisfying the boycott requirements of any
country."

Are there other countries other than the Arab Nations who have
these boycotts-

Mr. GILES. Not this precise kind at the moment so far as we are
aware, and frankly we don't have in the Department of Commerce
what we would regard as accurate up-to-date information as to the
countermeasures that Israel may be taking in this area, and under-
standably so. But I make that observation because if this bill were
enacted, it would apply to all future situations that might involve this
sort of effort and to any country just so the two countries were friendly
tous.

Mr. ST GERiMAIN. So in essence what you mean here is that there
might be a possibility in the future of a boycott being imposed by
another friendly nation.

Mr. GILES. Yes, sir. Or restrictive trade practices, whatever that
may be. And the way the bill is drawn, of course, it is not limited to
the Arab-Israel situation but to any situation that might arise in the
future involving any country or countries.

Mlr. ST GER3MAIN. But at the present time as far as you are aware,
the only boycott in effect is the Arab-Israeli one 2

Mr. GILES. Yes. sir.
MIr. ST GERMAIN. That is all, Mr. Chairman.
Mfr. ASHLEY. Mr. Hansen ?
Mr. HANSEN. Thank you, Mr. Chairman.
Mr. Giles, am I correct in the notion that at the present time there

is no knowledge on your part of any pending action of this kind on
the part of any other nation ?

Mr. GILES. That is correct.
Mr. HANSEN. Or is there no action of this kind being carried on at

this time ? I am speaking now about the kind of regulations provided
for in this bill.

Mr. GILES. I am not aware of any similar action at this time being
carried on and I am not aware of any action of this sort which may be
given consideration by any other countries at this time.

Mr. HANSEN. Is it conceivable that should this amendment become
law we might be setting an example that would cause other nations to
do likewise and, in other words, treat us in like kind ?

Mr. GILES. I should think so. I think it is very conceivable.
Mr. HANSEN. One other point. I don't think it has been raised

specifically although it was touched upon.
You indicated that in your judgment this type of regulation would

be difficult to administer and to police. Aren't we getting into an
area of censorship here ?
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Mr. GILEs. I think you could give it that description, Congressman.
I am not suggesting that the Congress doesn't have the authority, the
legal authority to pass such a law. I would assume it probably does.
I don't see offhand any constitutional prohibition, but our objection
and questions go to the wisdom of it rather than the legality.

Mr. HANSEN. Well, now, I want to recall something that took place
about a year ago, maybe a little longer. It had to do with the great
furor we had in the Middle West about imported beef. There was
quite a strong push made for legislation to be enacted then to stipulate
exactly what yardstick should be used in measuring out the amount of
beef we should have enter this country. In addition, there were those
who took the position that this could be handled administratively.

If my recollection is correct, the administrative action was taken.
The results of the administrative action were already in effect about
the time the Congress got around to doing something about the
problem.

At that point, then, of course, they ceased to have an interest in the
matter and the problem doesn't exist at the moment. It may come up
again 2 years from now, 4 or 5 years from now. Nonetheless, those
who were saddled with the responsibility of looking after this proposi-
tion did take it in hand at the proper time.

I would like to have you explain to us, if you can, whether or not
in your judgment, your Department or the Department of State could
by administrative means handle a situation of this kind as it faces us
today or should it arise in the future? Thusly we would be leaving
you in a flexible position to function as you see fit whenever the neces-
sity arose ? In other words, what I am getting at is instead of having
this amendment enacted, adding a clause to the report on the main
bill recommending to your two agencies that are involved that you
give consideration to administrative attention to this problem. Is
this possible l

Mr. GILES. Well, sir, I am sure that the Secretary of Commerce
would certainly give full consideration and would appreciate any
suggestions that the committee might want to give him in its report.
And I certainly would agree with the general premise that it is
desirable as a matter of broad congressional policy to leave an area
of broad discretion in the executive branch in carrying these things
out rather than fastening something in the law itself.

I will have to be frank, though, Congressman, and say that I am
not aware at this moment of any specific administrative action which
the Department of Commerce could take which would achieve in de-
tail the same objectives sought under this bill. And just what-in
other words, just what specific administrative action might be taken
as an analogy to the beef problem that you mentioned, I don't know
at the moment, except that I am not aware of any specific proposal
that would seem to the Department to really be effective and con-
structive.

Mr. HANSEN. What in your judgment would be created in the way
of administrative problems should this amendment become law?

Mr. GILES. I think first we would have the question of having to
determine what is or what would be in furtherance of a restrictive
trade practice under the language of the bill. A boycott is more easily
defined, I should think, and you can make a fairly objective determina-

98



REGULATION OF EXPORTS

tion, is this a boycott or not ? But what is a restrictive trade practice
which would come within the meaning of the bill and would specific
action which is requested of American exporters if they complied
with it, would that be in furtherance of restrictive trade practices
within the prohibition of the bill?

I think that would present some administrative problems.
There would be the administrative problems of enforcement. How

do we find out whether American businessmen are complying with
these regulations ?

And then as we mentioned previously, we think that to move into
this area in this way would likely, very likely, have adverse effects
on the cooperation that we get in other countries, both from their
governments and their businessmen, in helping us enforce our Export
Control Act insofar as it relates to the export or reexport of com-
modities and technical data that have a security significance for the
country.

Mr. HANSEN. Thank you, Mr. Giles. No further questions.
Mr. ASHLEY. Are there any further questions of the witnesses?

If not, Mr. Giles, we want to thank you for your appearance this
morning, for the testimony you have given.

We have no further witnesses at this time. The intention of the
chairman is to resume these hearings on Wednesday of next week at
10 o'clock.

Until Thursday at 10 o'clock the subcommittee stands adjourned.
(Whereupon, at 12:55 p.m. the subcommittee adjourned, to recon-

vene at 10 a.m. Thursday, May 20,1965.)
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CONTINUATION OF AUTHORITY FOR REGULATION OF
EXPORTS

and
AMENDING THE EXPORT CONTROL ACT OF 1949

THURSDAY, MAY 20, 1965

HOUSE OF REPRESENTATIVES,
SItBCOMmrrTEE ON INTERNATIONAL TRADE,

COMMTTEE ON BANKING AND CURRENCY,
Wa8hington, D.C.

The subcommittee met, pursuant to notice, at 10 a.m., in room 2128,
Rayburn House Office Building, Hon. Thomas L. Ashley (chairman
of the subcommittee) presiding.

Present: Representatives Ashley, Stephens, St Germain, Weltner,
Gettys, Cabell, McGrath, Halpern, and Mize.

Mr. ASHLEY. The Subcommittee on International Trade will come
to order.

This morning we meet for the further consideration of H.R. 7105,
a bill to provide for continuation of authority for regulation of exports
and for other purposes.

Our first witness this morning will be Senator Jacob K. Javits of
New York, certainly one of the most distinguished and able Mem-
bers of the other body.

Senator, we are glad to have you this morning. Proceed in any
way that you wish.

STATEMENT OF HON. JACOB K. JAVITS, A SENATOR FROM THE
STATE OF NEW YORK

Senator JAvrrs. Thank you so much, Mr. Chairman. Senator Wil-
liams of New Jersey will follow me. He and I are cosponsors of this
measure in the other body, and I have great satisfaction in appearing
before this very distinguished subcommittee here in the House where
I formerly represented a New York district up to 1954.

Mr. Chairman, I appear today in behalf of some 20 measures in-
troduced in the House which are similar to S. 948, introduced on
February 2 by Senator Harrison Williams of New Jersey and myself
along with 29 cosponsors from both parties. The purpose of our bill,
quite briefly, is to permit U.S. businessmen to take advantage of nor-
mal trade opportunities without fearing reprisals from foreign coun-
tries which attempt to interfere with this trade. It amends the Ex-
port Control Act of 1949 to prohibit domestic exporters from taking
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any action, including the furnishing of information or the signing of
agreements, in furtherance of restrictive trade practices or boycotts
imposed by foreign countries against other foreign countries friendly
to the United States.

At a time when our national efforts are bent to promoting inter-
national peace through the fostering of trade and commerce between
nations, it becomes all the more desirable to enact the pending anti-
boycott bill to further this end.

Mr. Chairman, with all respect, because I yield to no one in my
support of the State Department, the President and the bipartisan
foreign policy, I think this measure is really meant to stiffen the back
of the State Department in a situation where it demonstrably needs
stiffening.

Mr. Chairman, I have had much experience with this as have the
Chair and other members of the subcommittee, and there is a certain
inhibition in the State Department to deal firmly and across the board
with a situation of this character. There is always that great tempta-
tion to feel, "Well, maybe they will come around, let us not burn our
bridges," without recognizing that in this very type of situation-
because we are dealing fundamentally with the Arab boycott of Israel
and everybody doing business with Israel-the people who have stood
up to it are the people who have done best. And so I believe that to
live with the boycott-which has been the American policy as far as
American business is concerned-is an invitation to challenge our policy
objectives here and in other instances.

The facts of the boycott and its detrimental effect upon American
business are very well known. They have been reported in the press.
They have been made the subject of special studies. Other witnesses
will testify to them.

I am sure the committee will introduce in due course, for example,
the three articles which appeared in the New York Herald Tribune
very recently, and unless the Chair is going to have them in any event,
I would ask unanimous consent that they be made part of my statement.

Mr. ASHLEY. Without objection.
(The articles referred to follow:)

[From the New York Herald Tribune, May 13, 1965]

THE BUSINESS OF BOYcoTT

Arabs versus Israelis. It is not a game, like cowboys and Indians. It's a rivalry
that constantly edges toward open warfare. Yesterday. Arab Nations started
breaking relations with West Germany because it recognized Israel. That story
is on page 9. For years, the Arabs have attempted to work a boycott against
Israel, blacklisting firms that trade with Israel, that have Jewish officers or even,
in some cases, trade with firms that trade with Israel. That policy comes before a
House of Representatives subcommittee today. This is the first of three articles
on the boycott. Research was begun by William Haddad 6 months ago and
continued by Gershon Jacobson. It points out that one of the prime victims of
the boycott is the American firm that is afraid to buck it.

ARAB PRESSURE on U.S. CONCERNS

(By William Haddad and Gershon Jacobson)

Many American corporations and businesses-in what amounts to a business
"Gentlemen's Agreement"-are quietly and unnecessarily capitulating to the
pressures of the Arab boycott of Israel.

Ironically, while the Arab boycott is directed against Israel's economy, the
hardest hit are American businessmen who complain that the boycott is morally
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wrong but give in "because I must put the stockholders' views above my personal
beliefs."

Aiding the success of the boycott is a peculiar combination of U.S. Government
officials, chambers of commerce, trade associations, and businessmen.

Under conditions of the Arab boycott American businessmen who trade with
Israel are blacklisted from doing business in the 12 countries of the Arab League.

The Arab economic boycott of Israel differs from any other act of economic
warfare of one nation against another. It is not limited to the boycott of
Israel goods and Israel firms. It extends to a secondary boycott of foreign
firms doing business with Israel and in some instances to a tertiary boycott of
foreign firms who have dealings with other foreign firms that are blacklisted by
the Arabs.

In its investigation (which began last January) the Herald Tribune discovered
.a new dimension of the boycott: the use of American businessmen trading with
the Arabs to apply economic pressure on those American companies which
refused to stop dealing with Israel.

The boycott has its opponents, but so far they have been powerless to act.
Representative Thomas E. Morgan, Democrat, of Pennsylvania, powerful chair-

man of the House Foreign Affairs Committee, said the boycott "involves more
than the relatively few Jewish and non-Jewish Americans who are directly
affected; It involves a matter of national pride and respect." His thoughts were
echoed by Senator Harrison Williams, Democrat, of New Jersey, author of legis-
lation to halt such boycotts:

"It is not enough to say that we don't approve or condone these practices. We
must not permit them. If we agree to this sort of boycott, then the American
businessman becomes an unwilling pawn in every trade war in the world.

"Tomorrow the Indonesians can tell American businessmen that they cannot
sell their goods in Malaysia. * * * The U.S. businessman could be enlisted as
a partner in every economic reprisal. We must not allow American businessmen
to be used in this way."

In order to enforce its boycott, the Arabs must not only use the covert "Gentle-
men's Agreement," but the overt, if reluctant, cooperation of the chamber of com-
merce and other trade associations.

Each invoice used with shipments to Arab nations must contain a certified
statement that neither the goods nor any of its components were made in Israel
and each company must certify that, among other things, none of its products are
made in Israel, that it has no offices or affiliates there, that it does not use the
Star of David on its products or take part or support propaganda activities on
behalf of Israel.

Until recent years, American companies had to reveal their Jewish directors
and managers. This practice is still used in other countries.

All these statements, to be accepted by the Arabs, must be certified by a chamber
of commerce or trade association. Without this assistance, documentation to sup-
port the boycott would be difficult to obtain.

QUASHING

In New York City a Herald Tribune reporter, posing as a manufacturer, called
the Commerce and Industry Association and asked if certification to meet the
Arab demands could be obtained. Officials said it would be provided.

Many other cities also provide this assistance. In San Francisco, for instance,
the chamber of commerce uses this language to comply with the Arab demands:

"* * * these articles are not of an Israel origin and no Israel products were
used in their manufacture."

A determined effort by an indignant band of Congressmen to end these prac-
tices is now being quietly strangled by the State Department with an offstage
assist from the Commerce Department.

The bitter battle between the administration and Congress may break into
the open today.

Last week two New York Congressmen led an afternoon closed-door fight in the
Banking and Currency Committee to dramatically reverse a decision, made
that same morning, which would have effectively pigeonholed antiboycott legisla-
tion. The later decision provides for open hearings today.

The two, Abraham Multer, Democrat, of Brooklyn. and Seymour Halpern, Re-
publican, of Queens, are part of a group of 21 Congressmen who introduced legis-
lation to prohibit American businessmen from responding to boycott questions.
Mr. Halpern's Republican friends on the committee provided the winning margin.
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One of the most blatant uses of Arab pressure was applied to Tecumseh Prod-tlcts, a Michigan manufacturer of commercial and domestic compressors and
condensing units for air conditioners.

For Tecumseh, the Middle East, with its hot, humid climate, was a good market
for its products.

THBEATS
In August 1958, Tecumseh signed a license agreement with Amcor, an Israeli

firm to provide the know-how to build refrigeration compressors according to
Tecumseh design.

Soon the company began to hear from the Central Office for the Boycott of
Israel located in Damascus, Syria. The threatening letters were signed by a
40-year-old Egyptian lawyer, Mohammed Mahgoub.

Although his boycott office is nongovernmental, Mr. Mahgoub is responsible to
the Economic Council of the Arab League and he carries the power to enforce his
decisions.

In addition to the central boycott office, each Arab nation has its own boycott
office.

For 4 years, Tecumseh resisted the pressure to drop its contract with Israel,
but in 1962 new intimidations began to develop and these were not so easily
resisted.

J. A. Galazzi, Tecumseh's vice president, told the Herald Tribune that large
American refrigeration firms using Tecumseh products urged them to comply
with the boycott.

"We are only suppliers," he said. "We had only one way to go. The whole
thing cost us a tremendous amount of money and time and we lost the business
in Israel."

PAINFUL
Recalling what he termed "the very painful experience," he said he was sur-

prised that the pressure from his suppliers, many of whom sold in Arab countries,
was so unanimous.

"Some very Jewish-oriented firms pressed us just as hard to comply with the
boycott."

He said Washington provided "very little help * * * they gave us a do-it-your-
self kit."

The company also went to Damascus to plead its case.
The Arabs were firm. Tecumseh canceled its contract with Amcor.The case is typical. Business International reported that among the firmsstruck from the blacklist are Philco, AMF, Schering, Firestone, Wyeth Labora-

tories, Shell, and Renault.
On the other hand, major corporations have held their ground and refused to

give up Israel operations.
One of the first to put his foot down was Conrad Hilton, whose Nile Hilton is

the pride of Egypt.
WARNING

When the Arabs learned he planned to build a Hilton hotel in Tel Aviv, Hilton
received a letter from Alfred Lilienthal, a mysterious American and longtime
secretary and counsel of the American-Arab Association of Commerce, an organi-
zation of major U.S. business firms dealing with the Arab countries.

Mr. Lilienthal wrote without restraint:
"Should Hilton Hotels persist in going ahead with its contract in Israel, it

will mean the loss of your holdings in Cairo and the end of any plans you mighthave for Tunis, Baghdad, Jerusalem, or anywhere else in all Arab countries.
"It is important for me to put you on notice that the Arab visitors, includingthe Saudi royal family, Egyptian businessmen, and the general flow of persons

from the Arab world that have frequented your major hotels in New York Cityand elsewhere throughout the country, will unfortunately come to an end. Andit may well adversely affect the ability of American companies from continuing
to bring important business to your well-known establishments."

Mr. Lilienthal threw in a personal note:
"I should personally add my own voice by asking you to consider whetheryour plan to enter into an economic relationship with Israel could possibly beworth the grave loss that you will be committing yourself to throughout the

Arab world and in the United States."
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Mr. Hilton, seething with anger, fired back:
"What the committee proposes is absolutely counter to the principles we live

by and which we hold most dear * * * our corporation finds it shocking that
the committee should invoke the threat of boycott condemnation."

Their bluff called, the Arabs backed away, explaining that the profits which
Hilton takes out of Israel are a drain on the economy.

Hilton has new ventures planned for the Arab world and the Tel Aviv Hilton
opens later this year.

Chase Manhattan Bank had a similar experience earlier this year.
On July 4, 1964, Mr. Mahgoub issued an ultimatum to the bank that it was

going to go on the blacklist because it was the fiscal agent for Israel bonds.
Chase was given 6 months to sever its connections with Israel.

John J. McCloy, the experienced diplomat who is now a member of Chase's
board, went to see Egypt's President Nasser in October, and last January the
Arabs announced that Chase would not be blacklisted since its work with Israel
was only of a banking "nature."

General Tire & Rubber found itself on the blacklist for selling know-how to
Israel, but still manages to own a plant in Morocco.

Not everyone can afford to send an ambassador to see Colonel Nasser, so when
Camera Clicks, a midtown photographv studio, ran into trouble, it got in touch
with the State Department.

DEMAND

Camera Clicks had sold slides to an Egyptian company for $1,700 and instead
of payment it received a demand for a notarized declaration that the concern
wasn't doing business with Israel before it could receive its money.

Offended, the firm refused, and the State Department intervened. Six months
later Camera Clicks not only got its money, but another order. This time, how-
ever, the American company was making demands:

"We would like it clearly understood in writing that no declaration of our
business or personal relations with others would be made a condition of our
continued business with you."

Despite these quiet breakthroughs, hundreds of American businessmen comply
with Arab threats and terminate business with Israel (or say they do).

Israel officially maintains that the boycott isn't hurting, but others think the
hurt is not in the businesses which stop servicing Israel. but in those which never
come there in the first place.

ONE STORY

Mr. I. L. Kenen, editor of the Near East Report, recently reported the story of
a prospective American investor in Israel, who, having secured a large mining
concession, was trying to find partners for his venture.

Armed with statistics and reports attesting that the proposed venture would
be profitable, he interviewed dozens of prospective partners.

Again and again, Mr. Kenen reported, American businessmen told him that
they thought the idea was wonderful, that the profits tempted them. but that
they could not invest for fear of Arab reprisal.

The erratic enforcement of the boycott, is due, in part. to the Arabs' need for
certain materials and goods, and also to their unwillingness to put their boycott
to every test for fear of arousing American public opinion.

[From the New York Herald Tribune, May 14, 1965]

ARAB BOYCOTT HELPERS-STATE, COMMERCE DEPARTMENTS

(By Gershon Jacobson)

Congressional legislation to protect U.S. businessmen from the Arab boycott
is being blocked by the aggressive opposition of the State Department and by
the confused but effective policy of the Commerce Department, a Herald Tribune
survey showed today.

Yesterday this was demonstrated publicly, as the administration made known
its opposition to the legislation, saying it would obstruct U.S. foreign policy,
hinder the boycott of Cuba and North Vietnam, harm American oversea trade,
and probably would not help Israel very much.
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Under conditions of the Arab boycott, American businessmen who trade with
Israel are blacklisted by the Arab League. Hundreds of American businesses
are now on the blacklist; but others by defying Arab policy, have been allowed
to trade with both Israel and the Arab nations. Caught in between are American
firms who terminate their business with Israel to stay in the good graces of
the Arabs.

The key to the Arab intimidation are documents and certifications which
Americans must supply about their businesses to keep their Arab trade.

Legislation pending in both the House and the Senate is designed to prohibit
businessmen from complying with these boycott regulations, thus giving them
a way out of their dilemma.

In the House, the antiboycotters are led by Representative James Roosevelt,
Democrat, of California, and in the Senate by Senators Harrison Williams, Dem-
ocrat, of New Jersey, and Jacob Javits, Republican, of New York.

In both Houses, the going has been tough, the pressures great. Last week
nearly marked the end of antiboycott hopes, but a last-ditch fighlt by two deter-
mined Congressmen succeeded in keeping the legislation alive-but no one knows
for how long: Antiboycott legislation just isn't popular in Washington.

Businessmen find distasteful the "gentlemen's agreement" compliance under
which the State Department wants them to operate. Senator Williams has
charged that with "this sort of boycott, the American businessman becomes an
unwilling pawn in every trade war in the world. Tomorrow the Indonesians
can tell American businessmen they cannot sell their goods in Malaysia.

But this same moral indignation is missing at both State and Commerce.
Early in March, after the Williams-Javits legislation was introduced, Assist-

ant Secretary of State Douglas MacArthur II came around to reason with the
legislators.

His arguments were familiar to the Senators.
"The Israeli are not for it," Mr. MacArthur said, "and we can do more, quietly,

without the legislation."
He said the Israeli were not being hurt by the boycott and that public hearings

would aggravate the boycott.
A DARE

The Senators urged-some say dared-the State Department to make its
position public, but without result.

At one point in the discussions with other State Department representatives,
the proposed hearings were characterized as "a trooping of the Zionist colors,"
infuriating the antiboycott leaders.

Slowly but surely, the State Department went to work on the Congress, spread-
ing its argument-and brought a biting retort from Senator Williams. In a
fact sheet sent to his fellow legislators, Senator Williams answered the charges
point by point:

The Israeli are not interested in the bill. This is incorrect. Deputy Prime
Minister Abba Eban called it "an important contribution to international trade
morality."

The boycott is not hurting Israel. It has hurt Israel. There are U.S. suppliers
who avoid the exploitation of market opportunities in Israel because of fears,
imagined or real, of the Arab boycott.

But State persisted. In an unpublished letter to the chairman of the Com-
mittee on Banking and Currency, Senator A. Willis Robertson, Democrat,
of Virginia, the Department concludes:

"For reasons which I have set forth this Department does not favor adoption
of S. 948."

The letter, signed by Mr. MacArthur, also contains this revealing line:
"The Bureau of the Budget advises that from the standpoint of the adminis-

tration's program, there is no objection to the submission of this report."
In the language of official Washington, this means that a consensus exists

between the various Cabinet departments concerned.
Despite this, Commerce Secretary John Connor told a House committee last

Wednesday that his Department had not yet formed its position.
Earlier in the week, meeting with business leaders, the Secretary dscribed

the boycott as "atrocious" and explained that his own drug company, Merck,
had been on and off the blacklist. But on Thursday, business leaders opposed
to the boycott learned that the Commerce Department already had submitted
its opposition to the Budget Bureau-a fact seemingly confirmed by the April
28 letter.
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Adding to the confusion were reports to some business leaders that former
Under Secretary of Commerce Franklin D. Roosevelt, Jr., was trying to get his
Department's stand reversed-and was receiving a sympathetic hearing from
Secretary Connor. But Jewish leaders already are upset with Commerce's posi-
tion on another boycott matter. Earlier this year, they called to the Herald
Tribune's attention an article appearing in the December 21, 1964, issue of
International Commerce, an official publication of the Department.

Under the heading of "World Trade Opportunities, Saudi Arabia," a business
venture was described and then this item was added:

"Past record of the firm's performance as concerns cost of services, quality of
work and the number and complete biographical data of the staff to be appointed
by the firm."

Jewish leaders were familiar with this technique of determining if a firm had
Jewish executives.

Using an assumed name, a Herald Tribune reporter questioned the Commerce
Department about the advertisement, charging that Federal funds were under-
writing discriminatory advertising. The Herald Tribune received this reply:

"Difficult judgments must sometimes be made in cases where the facts are
not clear cut. In the one you cite, we concluded that the U.S. interests would be
promoted by letting U.S. firms know what information would have to be pro-
vided by firms wishing to submit proposals." Under New York State law, the
Jewish leaders said, such advertising would not be permitted. For it to be
allowed and defended in an official Government publication is just another ex-
ample, to them, of the Government's unwillingness to combat the boycott.

On May 3, congressional antiboycott leaders suddenly discovered that the
House Banking and Currency Committee intended to bypass their antiboycott
amendment to the Export Control Act of 1949, organizing a bipartisan effort.
They were determined to fight this.

At 9:30 a.m. last Wednesday, Representative Roosevelt received permission to
represent the 2,I House sponsors of antiboycott legislation. He was called to ap-
pear at 10 a.m. He made a vigorous presentation, but to no avail. At the end of
the morning session, the committee voted 14 to 12 to defer action on the legisla-
tion. But when the committee reconvened 3 hours later, the committee was in
for a surprise. Two New Yorkers, Representative Abraham Multer, Democrat, of
Brooklyn, and Representative Seymour Halpern, Republican, of Queens, stub-
bornly refused to go along with the morning vote. When the smoke cleared,
Halpern had lined up his Republican colleagues and the morning's action was
reversed, 18 to 12.

Under the new arrangement, the parent legislation-the Export Control Act-
could not be heard until the antiboycott legislation was considered. But the
basic split between the administration and the antiboycott leaders still exists.
It was fanned during the heated executive committee debate when the anti-
boycott proposal was branded "emotional and controversial."

Today, antiboycott leaders are having a hard time lining up the major cor-
porations to testify. Many beg off, afraid of the economic reprisals they may
face and unsure of what to do to counter the State Departments's opposition.
One reluctant witness put it this way:

"Why should we be the scapegoats? The Government itself tells us to play
ball with the Arabs.

"Sure, none of us likes the idea of someone else telling us how to run our busi-
ness. We don't like the precedent. Frankly, it's a little frightening to think
that we can be caught up in everyone else's little war. There was a time in our
history when we went to war over hindrances to trade. But not today.

"And who's leading the pack of cowards? The State Department. You find
someone else to stick his neck out."

[From the New York Herald Tribune, May 16, 1965]

This is the last of three articles describing the Arabs' economic boycott against
Israel. Research was begun 6 months ago by William Haddad and continued
by Gershon Jacobson.

How AMareARI s COOPEATE WrrTH IsRAEL BoYcorr

(By'William Haddad and Gershon Jacobson)

The United States Is one of the few nations which cooperate-privately, com-
mercially, and diplomatically-with the Arab boycott of Israel. Legislation be-
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fore both Houses of Congress is designed to end this cooperation. Under this
legislation, a U.S. firm would have to refuse to divulge any information about its
commercial investments in, or dealings with, a friendly nation. It also would
have to refuse to sign any agreement not to deal with the boycotted country.

This mild way out for harrassed businessmen was the idea of the American
Israel Chamber of Commerce. The State Department, while officially deploring
the boycott, nevertheless is attempting vigorously to block this legislation. And
'without the assistance of local chambers of commerce and trade associations,
documentation to support the boycott would be difficult. The Arabs require, and
many chambers supply, certification that none of the materials used in a product
come from Israel.

Some businesses will reveal the religion of their officials and employees.
Others will certify that they are not contributing to Jewish causes. With vary-
ing degrees of candor, American businessmen will certify to the Arabs as a condi-
tion of trade that they do not own shares in an Israeli corporation; that they
don't invest in an already blacklisted company (even if it is an American corpora-
tion) ; that they don't license patents, trademarks or copyrights to Israeli firms;
that they won't use the Israeli Star of David as a trademark; that they won't lend
money or provide financial aid in any form to Israeli companies; and that they
won't take part or support propaganda activities on behalf of Israel.

UNIQUELY UNITED STATES

This lack of indignation is uniquely American.
Take France for example. Last year, the Arab boycott office threatened to

blacklist French companies unless they ousted Gen. Pierre Koenig from their
boards. (One of these companies was a major French oil prospecting and refin-
ing combine with activities in Algeria, a member of the Arab League.) Gen.
Koenig was commander of all French resistance forces during World War II.
A Roman Catholic, he is president of the French-Israel Alliance Committee, a
group which includes 200 French parliamentarians.

Unlike the United States, the threatened boycott evoked both official and
business opposition. Two influential members of the French Parliament warned
the Arab States that only by dropping their boycott threats could they "preserve
their ties with France." And a spokesman for the French Foreign'Ministry de-
clared: "We are treating this Arab threat with the disdain which it warrants.
The affair is too sordid and ugly to call for our intervention."

ITALIAN DEFIANCE

When the boycott threat reached Italy, the Italian chambers of commerce rose
up in defiance. It sent a letter to all its members urging them not to issue the
certificates required by the Arabs. At first some Arab nations refused to accept
Italian shipments without the certificates. Italian goods accumulated at the port

.of Basra, Iraq. The signing of an Iraqi trade pact was postponed a week.
Finally, the Iraqis accepted the goods without the certificates.

In Great Britain, the resignation under Arab pressure of Lord Mancroft from
the board of the Norwich Union Insurance Societies resulted in widespread pro-
tests which forced the company to ask Lord Mancroft to return. He refused.
But Britain was aroused-and stayed indignant. Even the international chainm-
ber of commerce condemned the boycott and advised other chambers not to issue
the certificates required by the Arabs. Most don't.

But the United States does.
While many U.S. local chambers comply with the Arab demand, some don't.

The Metropolitan Washington (D.C.) Board of Trade is adamant in refusing
to certify the goods. In Nashville, Tenn., the chamber, when asked to validate
a certificate, sent it back to the manufacturer with this comment:

UN-AMERICAN

"I would emphatically deeline to share in, or approve of, a discriminatory
practice, one so clearly un-American and in violation of our conception of the
rights we treasure."

In contrast, one major U.S. manufacturer provided his customers with this
stamp on bills of lading destined for Arab nations:

"We hereby certify that the goods or services enumerated in this invoice are not
of Israel origin nor do they contain any Israel materials."
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Some giant U.S. corporations, like Goodyear, react to the boycott, then back-
track. Goodyear dropped its Israel agent in 1962. The Israel Ministry of
Defense Mission in New York tried to order Goodyear tires and was told that
from now on the company would deal only through an intermediary. Goodyear's
London office was more candid. They admitted outright that this new indirec-
tion resulted from Arab pressure.

For 2 years the Israelis tried to get Goodyear to change its policy. Then, dur-
ing the Herald Tribune's investigation of Goodyear, the Goodyear policy was
suddenly changed and an agent appointed in Israel.

On the other hand, when the Emkol Export Corp., 44 Whitehall Street, New
York, was threatened, it reacted this way: "Please note that as an American
company we enjoy our freedom of trade and no one can dictate to us with
whom we should do business. It is our policy not to disclose to anyone the
names of our customers with whom we are dealing."

And there is the lady in Dallas, Tex., who operates a small giftshop. She
ordered some gloves from an Israel manufacturer. She soon received a threaten-
ing letter and questionnaire from -the Arab boycott office--and was outraged.

POLICIES

The State and Commerce Departments have official policies of opposing the
boycott. Still, it is evident that they don't want to alter what they consider the
"'delicate balance" in the Middle East. The State Department prefers to handle
the matter privately. There is clear evidence that those with the courage, as a
business and as a nation, to stand up to the Arab League on the boycott, have

-won more times than they have lost.
What troubles the Congressmen leading this fight is that the moral indignation

from the Government and from the business community is missing. Some blame
.it on a lack of facts. Others see more sinister answers. A few consider it a
.trend of American life, a willingness to accept situations which were intolerable
:at an earlier point in our history.

The boycott is 15 years old. It will grow older unless the fight which began
'Thursday in Congress is successful.

Senator JAvrrs. I will not go over all the detail except to say that
:Senator Williams and I are animated by the fact that this is a historic
American tradition with respect to foreign boycotts. It goes back to

-the very origins of the country when we were a fledgling nation. We
just did not hesitate to take on anybody, even when it meant shooting,
if it involved an effort to inhibit our trade anywhere in the world.

Of course we have a policy today, too, with respect to trade with
'Cuba and Communist China. It is very important that we, in our own
policy, show the differentiation-and the clear differentiation-be-
tween what we do in our policy and what we expect others to do, as
far as we are concerned.

To take our own policy, which represents a boycott of these two
,Communist nations, which is basic in our policy, we do not try to
'inhibit other people who may do business with Cuba or Communist
'China except as to specific materials, whereas the Arab boycott applies
to all goods and services.

Our export control program on that score is tied to U.S.-produced
products, and inquiries to foreign firms are confined to U.S.-produced
products. The Arab boycott is tied to the products of Israel, which is
*a third country, and endeavors to interfere zwith firms that do business
in Israel, again a third country.

We do not demand of a foreigni firm assurances that it. does not con-
duct, trade in non-American goods with Communist Chinan or Cuba.
The Arab boycott offices do seek to acquire from American finns infor-
mation on whether they trade with Israel or with Israel products. We
do not ask foreign firms, for example, whether their officers, owners,
.and employees are ,Jewish or not, as do the Arab boycott questionnaires.
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I think, Mr. Chairman, that is one of the most reprehensible aspects of
this whole operation.

We do not automatically bar foreign firms selling to Cuba or Com-
munist China. We deal with them on a case-by-case basis, dealing
with the ships which calls at Cuban or Communist Chinese ports. The
Arab boycott, on the other hand, blacklists or seeks to blacklist from
trade in all Arab countries any U.S. firm trading with Israel.

While we impose certain restrictions on foreign vessels carrying
banned goods to these two countries, these restrictions do not apply
across the board to the company owning the ships, nor are these ships
themselves barred from U.S. ports. However, American ships which
call at Israel ports are barred from the Arab ports, and the firms own-
ing them run the danger of being blacklisted.

I give a typical example of a British firm selling British-produced
trucks to Cuba. The British company is not barred from selling its
trucks or other equipment in the United States, much as we may pro-
test the action which they have taken in making the original sale. But
if this same firm should sell trucks to Israel, then the company would
be barred from business in all the Arab nations.

Now, in conclusion, Mr. Chairman, may I point out one thing. In
a case like Germany, where for example, the Government has refused
to be a party to helping the boycott practices, these practices have gen-
erally fallen of their own weight. But where, as in our case, the Gov-
ernment allows itself to be used, even though it is very reluctant to do so
and very unhappy about it, and where the Government and Govern-
ment agencies allow themselves to be used in any element of what is the
total boycott plan, then the boycott sticks and sticks pretty hard.

What this bill is designed to do is to make up the State Department's
mind for it. That really is in essence, what it is about. The Depart-
ment could do it itself as a matter of American policy by saying we
will have no truck with anything which contributes to the boycott.
But they do not. choose to do that as a matter of foreign policy so that,.
as sometimes happens, the Congress if it is so minded-and that is
what my colleagues and I who are sponsoring these measures in both
the House and the Senate are urging-should make up the Depart-
ment's mind for it.

In this case, as the State 'Department. has not followed a policy which
it ought to follow in respect to trade, a matter uniquely within the
province and constitutional authority of the 'Congress, we should, by
what is entirely lawful and constitutional exercise of our authority,,
make up the State Department's mind for it.

Thank you, Mr. Chairman.
(Senator Javits' statement in full follows:)

STATEMENT OF HON. JACOOB K. JAvrrs, A SENATOR FROM THE STATE OF
NEW YORKI

I appear today in behalf of some 20 measures introduced in the
House which are similar to S. 948, introduced on February 2 by Senator
Harrison Williams, of New Jersey, 'and myself along with 29 cospon-
sors from both parties. The purpose of our bill, quite briefly, is to
permit U.S. businessmen to take advantage of normal trade opportuni-
ties without fearing reprisals from foreign countries which attempt to
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interfere with this trade. It amends the Export Control Act of 1949
to prohibit domestic exporters from taking any action, including the
furnishing of information or the signing of agreements, in furtherance
of restrictive trade practices or boycotts imposed by foreign countries
against other foreign countries friendly to the United States.

At a time when our national efforts are bent to promoting interna-
tional peace through the fostering of trade and commerce between
nations, it becomes all the more desirable to enact the pending anti-
boycott bill to further this end. This measure, too, would serve to
stiffen the back of the State Department in a situation where it demon-
strably needs stiffening.

At a time when the need for firmness in foreign policy seems to be
recognized by the administration. our policy with respect to the Arab
boycott is one of weakness. To "live with" the boycott of American
businesses has been the U.S. policy and it is an invitation to chal-
lenge our policy objectives in other instances.

The facts of the Arab bovycott and its detrimental effect upon Amer-
ican firms and individuals with which this bill is designed to deal are
well known. They have been reported in the press and have been the
subject of special studies which have been made available to Members
of the Congress from time to time. Other witnesses before your com-
mittee will go into further detail with respect to these facts from their
own firsthand knowledge. While I do not intend to repeat this infor-
mation here, I do believe that it is worthy of emphasis that no source,
governmental or private, denies the existence of the boycott nor its
adverse effect upon American business. What is at issue is the means
to deal with it. I shall direct my testimony to this end.

The antiboycott bill is in accord with historic American tradition
with respect to foreign boycotts and has also the virtue of being con-
sistent with present U.S. policy with respect to trade with Cuba and
Communist China. It would serve well to point up here some of the
significant differences between the Arab boycott as it affects United
States firms and the United States export control programs as they
relate to Cuba and Communist China.

The American export control program with respect to third coun-
tries deals only with specific materials. The Arab boycott applies to
all goods and services. Our export control program is tied to U.S.-
produced products, and inquiries to foreign firms are confined to these
goods. The Ara'b boycott is tied to the products of a third country,
Israel or those who do business there.

The United States does not demand of a foreign firm assurances that
it does not. conduct trade in non-American goods with Communist
China or Cuba. The Arab boycott offices do seek to require of Amer-
ican firms .information on whether they trade with Israel or with
Israel products. The United States does not ask foreign-owned firms
for personal information about officers, owners, and employees as do
the Arab boycott questionnaires to American firms which have sought
to determine whether United States citizen officers, owners, or em-
ployees are of the Jewish faith.

Foreign firms selling to Cuba or Communist China are not barred
from all trade in the United States. The Arab boycott, on the other
hand, seeks to blacklist from trade in all Arab countries any United
States firm trading with Israel.
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While certain restrictions are imposed or foreign vessels carrying
banned goods to the Communists, these restrictions do not apply to
the company owing the ships nor are these ships barred from United
States ports. American ships which call at Israel ports are barred
from Arab ports and the firms owning them run the danger of being
blacklisted.

Let me cite a hypothetical case contrasting the Arab boycott with
our own export control programs. Let us assume that a British firm
sells British-produced trucks to Cuba. The British company is not.
barred from selling its trucks or other equipment in the United States.
However, if that same British firm should sell trucks to Israel, the com-
pany could be barred by the Arab boycott from trading with Arab
nations.

Thus, legislation preventing the Arab boycott from imposing on
American businesses and individuals is a matter apart from our
own export control programs with respect to Cuba and Communist
China and would not interfere with them.

Neither are there facts to substantiate the allegation that this legisla-
tion would adversely affect our relations with Arab States.

First, the fact that the Congress in legislation, in debate, and in
reports--especially in recent months-has indicated its distaste with
the actions of the United Arab Republic has not markedly impaired
our relations with President Nasser, his government, or his allies.

Second, as other testimony has indicated, even the more intransigeant
of the Arab States recognize their own economic self interest and
have--when their boycott threats have been denied-nonetheless
refrained from applying a final boycott.

Third, the recent statements by Tunisian President Habib Bour-
guiba and the affirmative reception they received in some parts of the
Arab world is a clear indication that the Arab nations are not as one
in their implacable opposition to the very existence of Israel and that
in some Arab quarters there is an open willingness to acknowledge that
Arabs and Israelis can under given conditions live and prosper
together.

Then, there is the attitude of American businesses with respect to
the pending legislation. While there are numerous instances of U.S.
foreign traders supporting the antiboycott bill-and a typical number
of them are testifying before this committee-I know of no declara-
tion by an American business opposing the bill.

These facts, then, point up the fact that the enactment of the pend-
ing legislation is consistent with traditional U.S. policy and will
effectively support the resistance by American business to the Arab
boycott or any similar foreign restraint upon U.S. trade which might
be applied in the future. I urge, therefore, the committee to favorably
consider the House companion measures to S. 948.

Mr. ASHLEY. Thank you, Senator.
I was interested in a statement in the first paragraph of your

testimony. You state:
The purpose of our bill, quite briefly, is to permit U.S. businessmen to take ad-

vantage of normal trade opportunities without fearing reprisals from foreign
countries which attempt to interfere with this trade.

Would the effect of your bill be to allow U.S. businessmen to take
advantage of normal trade opportunities ?
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Senator JAvITs. If you use the words "take advantage," Mr. Chair-
man, to mean some improper edge, of course the effect of the bill would
not be that. But if you use the words "take advantage" to mean
equal opportunity, which is what we should have said-I think the
words would then have been much clearer-then that is the purpose of
the bill. It leaves American businessmen able to trade and at least
gives them some help in not being inhibited by this Arab boycott from
trading or in competing for trade opportunities which are available.

Mr. ASHLEY. Is it not true, Senator, the thrust of your bill is a pro-
hibition in terms of American businessmen rather than the boycotting
countries ?
. Senator JAVITS. Exactly right. It applies only to the American
businessman and what he is or is not permitted to disclose, the dis-
closures being an essential element of the boycott scheme.

Mr. ASHLEY. You mentioned Germany, Senator. And of course
the Arab countries, some of the Arab countries have cut off diplomatic
relations, as I understand it, because of West Germany's recognition
of Israel.

Senator JAvrrs. They have.
Mr. ASHLEY Now, the cessation of diplomatic relations was not the

result of West Germany's insistence upon trade with Israel. It was
simply diplomatic recognition of Israel.

Senator JAVITS. Exactly, Mr. Chairman, and as a matter of fact,
the point that I made was that West Germany stood up to the Arab
boycott by refusing to allow its businessmen-and itself-to give in-
formation which is essential to carry on the boycott. That long ante-
dated the rupture of relations, and there was no interruption of the
business done by German businessmen in the Arab countries.

Mr. ASHLEY. But more was involved there than just the Arab boy-
cott, was it not, Senator ?

Senator JAvrrs. The example I gave antedated the rupture of rela-
tions, of diplomatic relations. The Chair is quite right that the break-
ing off of diplomatic relations had a different cause, and came later
than the instances that I refer to.

The Germans never did allow the Arabs to utilize information which
they furnished for the purpose of helping the Arabs maintain their
boycott, and the German Government inhibited its own businessmen
from giving that information. They did by practice what we are
talking about doing by statute, and they did theirs long before the
time when this diplomatic break came about, and they got away with
it in the sense that there was no boycott of the German businessman.

Mr. ASHLEY. You say that the Germans did by practice what you
seek to do by statute.

Senator JAvITS. Right.
Mr. ASHLEY. Amplify on that a little if you can, Senator. What

do you mean they did by practice? You mean they persuaded their
businessmen to not be inclined to give certificates of origin in the
questionnaires ?

Senator JAVITS. They did two things. First, the Government itself
would have no part, in answering questions or anvthina else; and sec-
ond, the relationship between business and foreign offices in Europe
is very di fferent from what it is here-there is a very close and intimate
relationship between most foreign affairs chanceries in Europe and the
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business community. In Europe-and as a matter of fact, this could
be done here if the State Department would only do it-if the foreign
affairs minister declares to the business community that it is against
the policy of the country for them to cooperate by giving the informa-
tion on this boycott, businessmen will not cooperate, and they will
invoke that declaration as their reason for not doing so. This is
exactly what has happened.

Now, in my judgment, our own State Department-and this is
digressing a bit-is very remiss in not establishing a relationship to
the business community of a much closer character in this regard. But
it has always been American policy, for example, when a businessman
comes to the State Department and says "Shall I go into Project A or
Project B ?"-let us say, just for the sake of discussion, in Ghana-it
is very rare that the Department will advise him. It refuses generally,
to take any responsibility in these matters, and this carries through in
a matter of this character as well. That is why I say the relationship
between these foreign affairs chanceries in Europe and the business
community is very much different from what it is in this country,
so that in Germany it was found entirely practical to do this very
thing without legislation.

Mr. ASHLEY. I appreciate the differences, and that has been a very
valuable contribution, Senator.

I have just one further and final question. Do you know-and I ask
this because you are a student of this situation-do you know of any
of the countries to which the boycott has been directed that have
responded to the boycott through legislation ?

Senator JAvrrS. Mr. Chairman, may I have the privilege of research-
ing that question and submitting a letter to the Chair on that subject ?
I think it is a very pertinent question.

Mr. ASHLEY. Exactly. I would appreciate it very much if that
could be done.

Senator JAvrrs. I will take that responsibility.
Mr. ASHLEY. There is considerable interest in that.
Senator JAvrrs. And endeavor to make it as authoritative as I

humanly can.
Mr. ASHLEY. Thank you very much.
(The information referred to follows:)

REPLY OF SENATOR JAYITS TO REQUEST OF MI. ASHLEY

This memorandum is submitted as a result of the inquiry by Representative
Ashley with respect to the response by foreign governments through legislation to
the Arab boycott. In the brief span of time between the hearings and the sub-
mission of this memorandum, the Library of Congress has been unable to find any
legislation enacted by foreign parliaments that would fit this description. Be-
cause of the lack of immediately available materials on this subject, a comprehen-
sive survey would take considerable time.

However, there is information with respect to positions taken against the Arab
boycott outside of the realm of specific legislation which parallel the issue pres-
ently before this committee. Some examples follow:

In January of this year, the ministers for foreign affairs of France and the
German Federal Republic set up a coordinating office to deal with problems arising
from the Arab boycott of Israel. The two ministries decided to issue a circular to
all French and German firms advising them to refrain from answering the letters
of intimidation of the Arab boycott office. The two ministries also approached all
trade organizations within their respective countries.

The Unione Italiana delle Camere di Commeclo, the Union of Italian Chambers
of Commerce, which is a governmental agency, on May 22, 1963, circularized all
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Italian chambers of commerce with the object of bringing about a unified action
against the negative certificate of origin. The chambers were asked to certify
only the signature of the directors of companies. When asked to certify also the
veracity of the contents of the declaration of the firms, the chambers were advised
to answer in the negative.

Mr. AsmLxy. Now, I understand the press of your schedule Senator,
and while the other members might like to question you, Senator, I
would like to say and make it clear that the Senator is anxious to return
to the other side of the Capitol quite quickly, so let us try to limit our
questions. Mr. Halpern?

Mr. HALPERNP. Mr. Chairman, I will be very brief. I realize the
heavy and busy schedule of the witness, and I want to commend him
for his most admirable presentation this morning. We are much
enlightened by it, and he has contributed considerably to our evaluation
of this legislation.

I would like to ask the distinguished Senator, does not this legisla-
tion raise a fundamental principle that we should resist any attempt
by foreign countries to interfere with our commerce with friendly
nations ?

Senator JAvrrs. No question about it. This is the great American
tradition which we are invoking here, just as I might say to my col-
leagues-and I see Mr. Celler is here-I am a little embarrassed to have
preceded him here, though my time is so very difficult this morning-I
might say to my colleagues that a very similar tradition was just in-
voked in the Senate in voting a protest resolution against anti-Jewish
acts in the Soviet Union.

This, as in the interference with international trade, we have a long-
standing tradition of protest against any type of persecution on racial
or religious grounds anywhere in the world. We are really invoking
a verv longstanding tradition, going back to U.S. resistance to the
Sultan of Tripoli in the early days of this Republic.

Mr. HALPERN. Do you feel, Senator, in this instance that this is not
a matter of foreign policy, that it is a commercial matter and that the
aggrieved parties are not the Arabs or the Israelis but the American
businessmen who for 15 years have been subjected to this harassment,
and obviously nothing or little if anything has been done for them?

Senator JAvrrS. Yes.
Mr. HALPERN. I gather from your testimony that you agree that the

State Department has been very ineffective in lessening the effect of
this boycott. American firms are obviously still being harassed.

Does this not demonstrate the need for measures more effective than
those taken by the State Department through the years, and do you
feel this can be done without the aid or the protective legislation such
as you propose ?

Senator JAVITS. I think, having waited 15 years to see something
effective done on a matter as barefaced as this, we should enact
legislation.

Mr. HALPERN. Now, in your own examination of this subject, Sena-
tor, have you learned of any single individual American firm that has
come out against this amendment ?

Senator JAvrrs. Against this amendment ?
Mr. HALPERN. Against it.
Senator JAvrrs. Oh, no, no. The business accord has been uniform.

I will be very interested to see if anyone appears in opposition before
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this committee or the Senate committee. But so far, I know of no one.
Mr. HALPERN. Would you not agree and this is my last question,

Mr. Chairman-that the motivation behind this boycott is political?
Senator JAvrrs. There is no question about that, and the Arabs

frankly announce it. In fact the Arab boycott policy is frankly puni-
tive, not just political. It is to punish Israel or anybody who does
business with Israel, and so long as the Arabs get by with it, they
consider it a big success. They are not a bit worried about its mean-
ing in terms of international trade.

Mr. HALPERN. And there is absolutely no economic reasoning such
as with the application of a tariff. Would you go one step further
and say that by inference the United States is accepting an association
with a foreign political objective by not enacting legislation such as
this?

Senator JAvrrs. We are, by not clamping down on this practice,
implicitly-I know completely unwittingly and against anybody's
desires in the State Department-but we are nonetheless aiding this
boycott, and so as long as this has to be prevented, then the Congress
should do it.

Mr. HALPERN. That is all, Mr. Chairman.
Mr. AsmLEY. Mr. St Germain ?
Mr. ST GERMAIN. Thank you, lIr. Chairman.
Actually when analyzing the testimony of the witnesses who ap-

peared against the proposed amendment last week from Commerce
and from State, they made two arguments against it. Number one
was the impact on foreign policy. I note on page 2 of your statement.
you state in view of the debate and legislation that has been voted
upon in recent months directed against the Arab countries, you feel
that since there have been no results, adverse results, and, that as a
result of this particular amendment, if it were to be successful, you
do not feel as though there would be any adverse effect on our rela-
tions with these Arab countries.

Senator JAvITs. My answer to that is "Yes," and my answer also
is that if there is an adverse effect, we have to risk it, because I think
what is at stake here warrants the risk. But I do not believe there
will be. That has been the history of our relationship.

Mr. ST GERMAIN. Thank you. And another one that I thought was
rather ridiculous-the other argument was that should we pass or
adopt this amendment, it would make business that much more diffi-
cult for our firms in that the Arab countries would then use other
means of obtaining the information that they seek to obtain from these
questionnaires.

Now, would you not. agree that they are already using all of these
means?

Senator JAvrrs. I am positive of that, that they are using everything
they can, but it is generally considered that the main reliance is upon
the information disclosed by the companies themselves.

Mr. ST GERMAIN. And would you agree, Senator, the State Depart-
ment claimed last week that as a result of these questionnaires and
these negative certificates that are requested from them--would you
not agree in essence they have not really been very effective in helping
our American business firms? In fact I read one quote where one
businessman said that when he complained to the State Department
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of his difficulties in this area, he was sent the usual do-it-yourself kit.
Senator JAvrrs. As a practical matter, the main focal point of Amer-

ican reaction to this is in the answer of the business firms themselves,
.and in the certificates which are executed by chambers of commerce in
various parts of the country. This is a mechanism which would be
inhibited by this bill.

Mr. ST GERMAIN. Another point that was brought out by one of the
witnesses testifying last week is that the American businessmen have
learned to live with this situation. What would your comment be on
-that ?

Senator JAvrrs. I think you can learn to live with anything, Mr.
,Chairman, but it is nonetheless onerous. There have been instances
of cancellations, for example, of people who were doing business in
Israel or doing business with Israel when the boycott finally caught
-up with them. There have not been the-the preponderance has been
of efforts to live with the boycott rather than defiance of it, which is
what you would expect of any American.

Mr. ST GERMAIN. And lastly, Senator, you mentioned that you know
-of no declaration by big American business firms opposing this bill.
I would commend you on that particular statement, because that was
.brought out last week when they testified against the bill; they said
that they had not heard from any business firms approving of this leg-
islation, and in answer to one of my questions when I asked them if
they had any opposition, they had to admit that there was no opposi-
£tion to the legislation.

Senator JAvrrs. In fact, the business firm which would proceed to
-favor the legislation would make itself immediately vulnerable to these
very Arab States, which would use that as prime evidence against
them, so that you can understand why you would not have any cheer-
ing in the grandstands.

I think the absence of any opposition is very significant.
Mr. ST GERMAIN. Thank you.
Mr. ASHLEY. Mir. Weltner ?
Mir. I1ELTNER. Thank you, Mr. Chairman.
Senator Javits, if this bill passes and the boycott practice of the

Arab nations remains unchanged, would not the American business-
man be deprived of his choice of trading with either the Arab States
-or with Israel ?

Senator JAvITS. I think, after all, the Arab States will trade with
him. The only way that you could figure this to work is if the Arabs
cease doing business with all American firms-in other words, if the
American firm can not give them information and they treat the lack
·of information as a negative response. MSy belief is-at least the his-
.tory heretofore up to now has shown--that they will not do that.

When the Arabs are faced with a tough alternative. as they were
-even by the Chase Manhattan Bank, they will generally find some
reason for saying, "Well, it does not quite apply." And in this case,
of course, you are dealing with force majeure.

In other words, if the U.S. Government says, "You may not dis-
-close," then the businessman has a perfectly proper juridical reason
for not disclosing, and it should protect him insofar as the Arab
States are concerned.
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Now, I am not saying that the Arabs are not going to try to fight
this with whatever weapons they have at their command, but I am
pointing out that in other cases where people have stood up to them,
they have not persisted. And, secondly, we have got to be sure before
we do it-we cannot be cozy about it. It is worth doing in and of itself,
and that is an American responsibility which we have to carry.

The trade with the Arab States is not all that great, incidentally,
for the American firms.

Mr. WELTNER. A businessman today is being forced to make a choice
bv the boycott authors, not by the United States or any instrumentality
of the United States. Should this bill pass, I would envisage that
any exporter who gave information to the boycott office would be
denied an export license, is that not the purpose ?

Senator JAvrrs. That is the essense of the bill.
Mr. WELTNER. SO then the U.S. Government would, by virtue of

this bill, be depriving the businessman of the opportunity to trade
with Israel or the Arab States, is it not

Senator JAVrrS. I do not think so.
Mr. WELTNER. I am just trying to determine the practical effect of

this legislation. I am not arguing the validity of the boycott or the
evil thereof. But as a practical matter if the'bill passes, the Ameri-
can businessman would have to choose by virtue of the provisions of
the statutes of the United States, whether he is going to trade with
Israel or going to trade with the Arab nations.

Senator JAvrrs. That is not so, because you presuppose the Arab
States will then cut off all American firms. I do not agree with that.
History has shown they do not do that. When faced with that kind
of a decision, they do not do it.

Mr. WELTNER. My first question was: If it remains unchanged, what
would be the effect?

Senator JAvrr. If it remains unchanged, they will not cut off the
business, because so far when countries-and I gave Germany as an
example-stand up to them, they do not end their relations, and when
a firm stands up to them, they do not end their relations.

lMr. WELTNER. Well, would that follow through that if a firm stands
up to the boycott office now in the United States, that those relations
would not be cut off ?

Senator JAVITS. That has been the history. The Chase Manhattan
Bank stood up to them, and they are still doing business in the
Arab-

Mr. WELTN-ER. If that is the case, do we need the legislation ?
Senator JAVITS. We do, because we never know whether the situation

will not work out that way. The backing and support of what is our
national policy is invaluable to the businessman who may not feel him-
self quite as strong as the Chase Manhattan Bank. Why should he
not have this support if it is so completely consonant with American
policy e?

Mr. St GERMAXN. Would the gentleman yield 5
Mr. WELTNER. One moment and I will.
If U.S. policy were clearly stated in the form of a resolution which

would condemn the boycott on a matter of principle and state that
the United States is opposed thereto, would that not be a clear state-
ment of American policy, and it would serve to mitigate the evils
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of the boycott without placing this burden on the American business-
man.

Senator JAvrrIT. We have done that on a number of occasions, Mr.
Weltner, without success. We have included in the foreign aid bill
time and again declarations condemning the boycott. The State
Department claims it has made the most vigorous protests to Mr.
Nasser 'and to the other States that are participating, and it has not
meant a thing. The American businessman is at the mercy of the boy-
cott practice until he gets some backing from the U.S. Government,
and that is what we propose that he get.

Mr. WELTNER. I thank the Senator for his responses.
Mr. ASHLEY. Mr. Mize.
Mr. MIZE. Senator, to enforce our own program of economic denial,

we need the assistance and cooperation of foreign firms and govern-
ments, and we call upon for substantial amounts of information, as
I understand it. This information in large part is similar to that
which H.R. 627 would prevent American firms from furnishing.
Now, if this bill is enacted, would it not provide justifications for for-
eign governments to refuse to furnish this type of information and
to prohibit their firms from doing so as well ?

Senator JAvrrTS. In the first place, foreign governments have as
much plenary power as we do, and they can prohibit their people
if they wish in any case. All trade and the interest in trade are
obviously reciprocal, and the reason that people do not bedevil your
trade is because they do not want you to bedevil theirs.

I think a measure like this would have such great sympathy from
other trading nations. Everybody is being troubled by this situation,
and there is such a proper substantive cause for it, that I do not
believe it would have that effect. You might just as well say that
because we say to the British they ought not trade with Cuba, and we
have certain restrictions on that score, they might say to us that we
should not trade with somebody else or they will cut us off. That kind
of retaliation is entirely possible. You must proceed only if you
have some just cause.

I think that after 15 years, this cause is so just that it will not
involve any feeling on the part of our trading partners that we are
being arbitrary. On the contrary, it is long overdue.

Mr. MiZE. Thank you.
Mr. ASHLEY. Mr. Gettys.
Mr. GErrys. Mr. Chairman.
Senator, I believe you stated that this boycott is political.
Senator JAvrrs. I did.
Mr. GEMrrs. Now, if it is political, if that is the primary purpose of

it and it is not a trade matter, then is it not a matter of foreign policy
rather than of trade ?

Senator JAvrrs. I think it is a matter of trading or trade restric-
tions being misused in serving an improper foreign policy objective.
Now, all trade is foreign policy. We all understand for example,
that the Kennedy round, which is now being renegotiated, is a matter
within the compass here in the House, of the Ways and Means Commit-
tee and, in the Senate of the Finance Committee. Nonetheless it is
being handled by the State Department. I do not think that when you
come to international economic policy, there are any easy guidelines.
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Much of it is-Commerce, which has a Bureau of Foreign and Domestic
Commerce. Much of it is Treasury where it involves money matters.
Much of it would fall, in the area of foreign policy,-to State. It is a
mixed thing.

And of course the answer here is that this bill has been referred to
Banking and Currency and not to Foreign Affairs, so that I think al-
though one would say, yes, it does have foreign affairs implications,
it is still essentially a matter of trade and trade regulations.

Mr. GErrTYS. Whiat bothers me, Senator, is that it seems we are at-
tempting here to legislate foreign policy instead of administering for-
eign policy. I believe that the Executive has that prerogative.

Senator JAVITS. Mr. Gettys, in the first place we do legislate foreign
policy very often. We legislate it every time we pass a foreign aid
bill. We legislate it every time we pass a defense bill. And there are
other bills--the coffee agreement, for example.

Mrl. GE1wTs. They are at the request of the administration.
Senator JAvrrs. That is true.
Mr. GETTrYS. And foreign policy is established by the administra-

tion.
Senator JArrTS. May I point out, though, that many times foreign

policy is originated here. For example. the ultimate crackdown
on trade with Cuba and Communist China originated here in the Con-
gress. The refusal to give certain most-favored-nation treatment--

Mr. GETrYS. Why could we not express the sense of Congress?
Senator JAvrrs. No, no; we actually legislated. For example, in

the reciprocal trade agreements bill we legislated on what we would
or would not do for the Communist satellite countries in central Eur-
ope. I am sure you will recall that.

Mr. GETrYS. Yes.
Senator JAVITS. So that it is not a uniform rule that we always act

at the request of the administration. In 1950, for example-and I
was here in the House together with so many of these other gentle-
men-it was we who wrote into the foreign aid bill a provision for
aid to Israel. The administration did not request it. We wrote it
in. and we carried it through. Now, that does not mean that we should
always do that. As a general thing I could not agree with you more,
and that is why I opened by saying that we have waited so very, very
long to stiffen up the back of the State Department, and we now have
to do it. But it is done. It is not even unusual. It is not done all
the time, and it is not a regular thing.

Mr. GErrYs. You would not advocate this as a routine matter.
Senator JAVITS. I certainly would not: no. I think we should look

at it very carefully and very thoughtfully, but I think that after so
long a time of gestation, it is deserved.

Mr. GETTYS. Thank you, sir.
Senator JAVITS. Thank you.
Mr. GETTs. Thank you, Mr. Chairman.
Mr. AshLEY. Mr. Cabell.
Mr. CABELL. Out of deference to the Senator, at this time I will

withhold my questions for a subsequent witness.
Senator JANITS. Very kind of you, Mr. Cabell. Senator Williams

is appea ring and Mr. Celler. who are very competent people.
Mrl. MCCTRATI. I will also withhold, Mr. Chairman.
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SenatorJAviTs. Thank you very much.
Mr. ASHLEY. Thank you so much, Senator, for your time. We

appreciate your testimony.
Senator JAvITs. Thank you.
Mr. ASHLEY. The committee will now call Congressman Celler.

You have a time problem, too, do you not ?
Mr. CELLER. I will be glad to yield to Senator Williams. He prom-

ises to be very brief. He says that he is pressed for time like an Egyp-
tian mummy.

Mr. ASHLEY. Senator Williams, if you will, come forward.
Senator Williams, let me just say that we welcome you before the

subcommittee. It is nice to have an alumnus of the House return, and
particularly so in your case.

STATEMENT OF1 HON. HARRISON A. WILLIAMS, JR., A SENATOR
FROM THE STATE OF NEW JERSEY

Senator WILLIAMS. Well, I guess I was not too well received here.
I left involuntarily if you will recall, Mr. Chairman.

I find that Senator Javits most ably has covered most of the points
that I have in my prepared statement, and certainly this colloquy has
developed most of the major points. Therefore, I suggest that if I
might file my statement, I would just like to make two or three observa-
tions.

Mr. ASHLEY. Without objection, Senator, your statement will be filed
at this point in the record.

(Senator Williams' statement in full follows:)

STATEM1ENT OF HION. HARRISON A. WILLIAMS, JR., A SENATOR FROMr
TIIHE STATE OF NEW JERSEY

MIr. Chairman, members of the committee, I am grateful for this
opportunity to appear before you in support of the antiboycott amend-
ment, which is sponsored by 30 Members of Congress, and by Senator
Javits, 29 Senators, and myself, in the Senate.

It is indeed a historic occasion that legislation such as this has
reached the hearings stage in both Chambers. Next week the Sub-
committee on International Finance of the Senate Banking and Cur-
rency Committee will consider the amendment. This is the first.
affirmation by the Congress of the United States that American
foreign commerce shall be immune from the consequences of political
hostilities and disputes that arise among other nations, and disputes
to which the United States is not a party.

You will hear today and tomorrow of the needless harassment and
interference suffered by American foreign commnerce as the result of
one such dispute.

And if we do not act positively to terminate this interference,
American foreign commerce will pose a ripe and tempting target for
involvement in other third country hostilities in the future. It is high
time that the Congress of the United States erect a protective wall
behind which American traders can be sheltered from the conse-
quences of disputes which are not of our making. This will set the
plattern, and once and for all serve notice that American foreign com-
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merce is not fair game for those who would distort it for their own
political objectives.

In this spirit, Mr. Chairman, it was depressing to learn of the tes-
timony offered here last week by the State and Commerce Depart-
ments. They expressed their opposition to the antiboycott amend-
ment:

Not because a boycott existed;
Not because American commerce had suffered from the boycott;
Not because American trade opportunities were being stifled;

and
Not because foreign interference with American commerce was

inconsistent with and repugnant to American principles of inter-
national trade.

They told you that enactment of the antiboycott amendment would
interfere with our economic denial programs against Cuba, and would
be harmful to our interests in the Western Hemisphere.

Mr. Chairman, I resent the inference that the sponsors of this
amendment, 30 Representatives and 31 Senators of the United States,
would deliberately take action to damage the U.S. position in the
Western Hemisphere. If there had been any convincing indication
that this amendment would be damaging to U.S. interests in the West-
ern Hemisphere, or in any other hemisphere, believe me we would
have immediately withdrawn it. In our preliminary discussions with
State Department representatives about the antiboycott proposals,
there were no such suggestions of possible damage to American inter-
ests in the hemisphere.

Now, in a desperate, and I think unwise, effort to defeat this meas-
ure, the Department of State, has conjured up an entirely new argu-
ment. This argument is neither relevant nor logical.

Did they offer one shred of concrete evidence to support their con-
tention of harm to U.S. economic denial programs ?

Mr. Chairman, we have reviewed the testimony presented here last
week and find none. All we find are suppositions, generalizations,
and cries of alarm, none of which are supported by fact.

I need not belabor what others are saying here this morning. There
is a world of difference between American economic denial programs
and the restrictive practices of the Arab boycott. The U.S. program
applies to products and processes that are ours to dispose of, that
are manufactured or originated in the United States.

The Arab boycott program applies to goods and services belonging
to other nations-ours, for example.

And how can the State Department compare Cuba to Israel ? Cuba
is a hostile nation. Israel is a friendly country. Moreover, after
Canada, Israel is the largest per capita consumer of American prod-
ucts in the world.

But the purpose of our amendment is not to reward Israel, nor is
it to punish the Arabs. Our primary interest is the American busi-
nessman, who wants to trade overseas only on the basis of commercial
considerations. Is this too much to ask?

The State Department claimed that American business is not inter-
ested in the antiboycott amendment. Nonsense. Aside from the oil
companies, who are not even affected by the boycott, have they even
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bothered to consult American businessmen? Their testimony last
week did not indicate any such consultation.

Yet I know that early this month a delegation of businessmen,
including two from my State of New Jersey, called on the Secretary
of Commerce to express their support for this legislation. Two mem-
bers of this group called on the State Department the next day.

Mr. Chairman, the Arab boycott has operated unabated in the
United States for more than 15 years. You heard the State Depart-
ment testify last week that they have been unsuccessful in achieving
any change in the boycott. And you heard both the State and Com-
merce Departments advise American businessmen to live with it.

We say that American businessmen should not be forced to live
with it. And we say that it no longer should be a factor in American
commercial life.

Administrative and diplomatic remedies have failed to solve the
problem. Now it is time for the Congress of the United States to
act. And the antiboycott amendment provides the most effective
channel for action.

We urge you to give it your favorable consideration.
Senator WILLAMS. Thank you very much, sir. It is manifest that

everybody abhors this Arab boycott, government and business, Con-
gress and the executive departments, and yet there has been objection
to it registered by Commerce and State. This bill is necessary in re-
sponse to this uniform abhorrence of the Arab States involving Ameri-
can business in their economic warfare with Israel. We would like to
see the right thing done administratively through the executive
branches, but it has not been done.

As Congressman St Germain said, businessmen who have asked
for help have been given the "do it yourself" kit. So this is the only
response that is being made to a clear wrong in foreign affairs that
.affects American business in an area where nations are feuding. But
this Nation is not part of the feud. We, Senator Javits and I, speak-
ing for 31 Senators, and I know there are 30 sponsors of this amend-
ment here in the House, spoke at some length with representatives of
the executive branch, and the only objections they expressed at that
time to this amendment dealt with their fear that this would limit
their flexibility in negotiation.

They expressed some fear that this would bring down reprisals from
the Arab countries. Not once did they suggest that there was any-
thing comparable here to our policy dealing with Cuba, North Viet-
nam, North Korea-not once. But yet that was the thrust of their
argument when they came before this committee.

Believe me, if we had any idea that this world be damaging to our
policies with respect to other nations, it never would have been intro-
duced. But it has nothing to do with it. The analogy is so imperfect
it is almost fantastic in my judgment that it was raised. It was never
raised when we had our informal discussions prior to introduction or
after introduction prior to the hearings.

Hearings in the Senate start next week. I certainly appla-d this
committee for its early attention to the bill that so many Members of
Congress have such a deep interest in, and I might say that the large
attendance of this subcommittee is refreshing indeed.
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Thank you very much, Mr. Chairman.
Mr. ASHLEY. Thank you, Senator. Mr. Halpern e
Mr. HALPERN. Mr. Chairman, first I would like to commend the

distinguished 'Senator from New Jersey and in particular I wish to
compliment-him for his superb leadership in this field.

Now, the question has come up relative to whether this belongs in
'the category of foreign policy or as a commercial matter. Do you
not agree that the aggrieved parties are not the Arabs or the Israelis,
'that they are the American businessmen for whom nothing, or at least
very little, has been done for these 15 years.

Senator WILLAMS. Absolutely.
Mr. HALPERN. And I am sure you agree that this may be political as

far as the Arab States are concerned, and we cannot tell these countries
what to do or what not to do, but we can legislate U.S. export control

·policy, and is that not just what we are doing here ?
Senator WILLIAMS. I could not say it more precisely. That is ex-

actly what we are doing.
Mr. HALPERN. And you believe that this policy belongs in this bill,

the extension of the Export Control Act.
Senator WILLIAMS. It certainly appears that way to me, and that

is the advice of people more knowledgeable of the best legislative prac-
tices than I am.

AMr. HALPERN. Administration witnesses, Senator, have testified that
this amendment would provoke a very harmful reaction from the Arab
States even though the boycott is in many cases ignored by some of
these States who as a matter of fact have refused to give the boycott
real authority. Now, I assume from your testimony that you disagree
with the State Department to his effect.

Senator WILLIAMs. Trade is a matter of advantage, it seems to me.
When a nation's economy needs something, it wants to participate
in trade. There might be some temporary depression in trade, but 1
think that in the long run, for the advantage of the Arab States, their
own economic advantage, this would not disturb them.

Mr. HALPERN. And, Senator, we have heard from the Commerce De-
partment, at least from spokesmen who appeared before this committee
last week, that the Department deplores-in fact Secretary Connor
himself used the word "deplored"-the Arab boycott as contrary to
American commercial interests.

Now the Commerce Department is rightfully interested in the matter
of selling U.S. goods abroad, and yet they stand opposed to this amend-
ment.

Now, is this amendment not solely aimed at countering the suppres-
sive atmosphere which the boycott creates ?

Senator WILLIAMS. Exactly.
Mr. HALPERN. And does not this legislation raise a fundamental

principle that we should resist any attempt by foreign countries to
interfere with our commerce with friendly nations

Senator WILLIAMS. Exactly. That is all we are trying to do.
Mr. HALPERN. And one further, and brief, question: Have you heard

of any single expression of opposition to this legislation from any
American businessman or business firm?

Senator WILLIAMS. I have heard none, and as it developed with
Senator Javits, he has not either, and yet we have been working with
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this problem for a long time: We know that in a matter that has
gotten this much attention, where there is opposition, opposition cer-
tainly knows where we are.

Mr. HALPERN. And you, as the original sponsor of the bill, would
certainly hear about it if there was.
; SenatorWILLIAMs. Yes;

Mr. HALPERN. That is all, Mr. Chairman.
Mr. ASHLEY. I have just one question, Senator. You are concerned,

of course, with the possible ramifications of this legislation just as are
the Departments of State and Commerce and indeed the administra-
:tion.

Senator WILLIAMS. Of course.
Mr. ASHLEY. Now, your colleague and associate, Senator Javits,

spoke with a certainty, almost, when he said that the results of this
legislation would not be in terms of an increased ire on the part of the
Arab States engaged in the boycott, but on the contrary would be
expected to, in effect, allow the same opportunities to American busi-
nessmen as at the present time. Can you share his certainty, Senator ?

Senator WILLIAMS. Well. I addressed myself to that and did not
describe my feeling as precisely as I feel it.

Where a nation has an economic advantage, as it sees it in trade,
it trades. We certainly are on guard against the Soviet Union. Yet
we found it to our economic advantage to trade in wheat, as I recall.

I would think that. in the Arab States they need American products,
and American companies have contributed mightily to their economies.
They are not going to stop trying. It would be more than cutting off
their nose to spite their face. It would be almost hara-kiri to deny
American products from American companies, in my judgment.

'Mr. ASHLEY. The Department of Commerce, which is charged with
the responsibility of administering a very important act dealing with
the Export Control Act, has stated categorically, Senator. that enact-
ment of this legislation would hamper administration of that act, and
they have stated their reasons for this position. Do you argue with
them ?

Senator WILLIAMB. I think we who have been here a year or two or
more have seen some executive departments that have been wrong.

Mr. ASHLEY. What you are saying is that both the Departments of
State and Commerce are wrong in the testimony that was given by the
Secretary of Commerce and by the Acting Secretary of State.

Senator WILLIAMS. Particularly when they abhor, with the vehe-
mence they do, the boycott we are talking about. It is a matter of
fundamental principle. True, there might be temporary problems,
but I think that if we express ourselves clearly to this principle, any
problems that it might create will be temporary and trade will continue,
and it will continue without this kind of harassment of American
businessmen.

Mr. ASHLEY. Mr. Stephens.
Mr. STEPHENs. Thank you, Senator, for coming over.
Senator WILLIAMs . I have a note here from Mr. Price of mv staff,

speaking to a nation's advantage in trade, the last Arab summit. con-
ference was held in the Cairo Hilton, and it is interesting that there
is a Hilton hotel in Tel Aviv, too.
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Mr. ASHLET. YOU do not feel that there is any possibility of that
situation changing if this legislation is enacted.

Senator WmLLAMs. I do not. I really do not.
Mr. ASHLEY. Mr. Stephens for the second time. We are going to

give you another 5 minutes.
Mr. STEPHENS. Thank you. I will not take that much. Thank you

just the same.
What I am concerned about has been expressed, but I would like to

have an expression from you on this thought. One of the first prin-
ciples I learned in political life is that when it is not necessary to make
somebody mad, you do not go out of your way to do it, and that is
what I am afraid that we have facing us here. It is my feeling that
there is a considerable difference between the stand we have taken
on Communist countries and in the stand we are called upon to take
between friendly countries in this bill. This is taking sides between
two friendly countries, friendly to us, when it seems to me it is not
necessary and not good policy, either diplomatically or from the politi-
cal concept, when you look at it from that analogous angle.

Could you give me your feelings in respect to the wisdom of making
the United States take a choice between two friendly countries?

Senator WILLTMS. I do not look at it as taking a choice between
two friendly countries. We are not saying that we are choosing be-
tween trade with Israel and trade with the United Arab Republic.
We are just saying we want our people to have a chance to trade with
both friendly areas. That is what we are doing. This is not an
expression of lack of desire to trade with the Arab countries. This
is just saying that we want our people free to trade with all friendly
countries.

I do not see quite the analogy, and yet if there is the principle of
let us not ask for trouble, when the principle is as clear as this, if any
trouble should develop-and I think it would be minor-I think it
is the price you have to pay to honor the principle.

Mr. STEPHENS. Thank you.
Mir. ASHLEY. Mr. St Germain.
Mr. ST GERMSIN. Senator, last when Mr. Giles testified, he quoted

you. This is out of context of the statement. The rest of the record
is available. He said:

It is a fact that American firms are defying the boycott which is testified to
by the strong belief in the business community as to freedom of trade, that
determines to stand up to irritating and continuous barrage. These firms
have learned to live with the boycott. They have found ways to circumvent
it. They have learned not to advertise the fact.

and so forth. Then he goes on to say Israel has learned to live with
the boycott, too. She has developed a thriving merchant marine as
much because of as in spite of the boycott.

Would you care to comment on that quote that he used ?
Senator WILLAMS. Yes. The point I was making was that there

are those that have been able to find wily ways to get around the Arab
boycott, and be successful in defeating it on their own, without any
government assistance. These are enterprising businesses that did it.

But what we are saying is they shouldn't have to do it that way.
They should be protected.
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Mr. ST GEPMArN. And Senator, isn't it a fact that the reason that
some of these firms have been able to circumvent this boycott is that
there are some individual nations within the Arab boycott that would
just as soon trade with firms that are doing business with Israel?

Senator WITIAT^Ms. I am sure that is true, absolutely. They all
don't go the road with Nasser on all of his decisions.

Mr. ST GERmAIN. Senator, the argument is made by State that we
would probably be doing something detrimental to our relations with
the Arab Nations were we to enact this amendment or to adopt the
amendment. I want to try to be logical about this. Aren't the Arab
Nations in effect doing a great deal that is detrimental to our Ameri-
can businessman by imposition of this boycott? It reminds me of the
bully in grammar school who keeps picking on the children, and we
are saying that this bully, the State Department and Commerce agree
that this is a horrible situation, and yet they say though this bully
is picking on us, we should just sit down and let him keep picking
on our businessmen.

Senator WILLa^is. I think you have reduced it to the best analogy
that can be made in the circumstances, absolutely.

Mr. ST GERMAIN. Nothing further.
Senator WILLuAMS. We are the ones that should be angry, not

worried about making them angry.
Mr. ASHLEY. Mr. Mize.
Mr. MIzE. Senator, you say you feel that the Arabs would have to

live with this amendment if passed, and would have to deal with the
United States, is that correct.

SenatorWILLAsMS. Yes.
Mr. MIZE. You ought to be able to take credit for breaking the

Arab boycott as far as the United States is concerned if this law
passes; would that be true

Senator WILLaAMS. Did you say you all
Mr. MIZE. I meant all the sponsors of the bill.
Senator WILLIAmS. Yes; and all those who vote for it.
Mr. MflzE. That is all.
Senator WILLuAMS. And then the President when he signs it.
Mr. ASHLEY. You mean to say that this would break the Arab boy-

cott 2
Senator WTIJAms. That is the objective. Well, that is the ulti-

mate objective.
Mr. ASHLEY. The thrust of this goes to American businessmen, not

to the Arab countries engaged in the boycott; isn't that true ?
Senator WILL.AMS. The ooycott of American businesses.
Mr. ASHLEY. Can you tell me how this would break the boycott?

The boycott is being imposed by the Arab League, isn't it? In order
to break the boycott it would take an act on their part.

Senator WILLIAMS. Well, of course.
Mr. ASHLEY. Does this legislation go to serve that purpose?
Senator WILLIAMs. The ultimate effect could well be that if we don't

cooperate with the boycott, the boycott as far as American business-
men are concerned could either.

Mr. AsHLEY. Just exactly as it has without this legislation?
Senator Wni.a.As. Well, it is still there as a threat to business and

an effective means of reducing American business.
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Mr. AsHLEr. Mr. Gettvs.
Mr. GTTrrs. Senator Williams, you state that the main purpose of

this amendment is to help the American businessman. That is cor-
rect, isn't it?

Senator W AILTAMS. Right..
Mr. Gn'rrYs. Now the administration takes a different viewpoint, is

that correct?
Senator IWVILLIAMS. For reasons that I don't understand, having

said the boycott is wrong and it is bad for American business, then
for other reasons and reasons that really are not compelling, they
oppose this approach.

Mr. GTFTrYS. And is it your conclusion that the administration's
position is inimical to the interests of the American businessman ?

Senator WILLIAMS. That is its effect.
Mr. GERrs. I still can't get away from the establishment of foreign

policy here. That is what bothers me so much, Senator. I am not
satisfied that we aren't asked to pass upon a foreign policy matter
which the Constitution gives to the executive branch. We are being
asked here to usurp. because maybe some don't agree with the admin-
istration's foreign policy, the constitutional rights of the executive
branch to establish it. Am I correct or not ?

Senator WIILLIAMrS. *Well-I heard the great man for whom this
building is named-say once, "The executive proposes and the Con-
gress disposes." But good gracious, we all know that we have to have
a responsibility in creating legislation that might not be proposed for
one reason or another. I am sure we have in this room some architects
of great national policy. Right to my left is Congressman Celler and
he'is one of them.

Mr. GETrrs. I share your admiration of the great chairman. We
have not heard of any specific instances of the detrimental effect on
any specific businessman. Will we hear some witnesses on that
subject ?

Senator WILLIAr1s. I can't speak for this committee.
Mr. GETrrs. Do you yourself have any particular instances of this.
Senator WILLIAMIs. I believe your record shows, I think Congress-

'man St Germain knows of a company that specifically has been hurt by
this. I believe we will try to develop that later as we go into our
hearings.

Mr. GErTys. Thank you, Senator.
Mr. ASHLEY. I might just say for the record that tomorrow we have

officials from a number of American companies who wish to appear in
favor of the amendment. They have been injured by the procedures
required by the Arab League.

Mr. GErr-s. Thank you, Mr. Chairman.
Senator WILLIAMS. With the completeness of the record being made

here, I think over in the Senate probably our time can be reduced, be-
cause this is in my judgment. a most complete record.

'Mr. ASHNLEY. thank you. Mr. Cabell
Mr. CABELL. Thank you, Mr. Chairman. Thank you, Senator. I

would like to say as a preface here that based on the number of tele-
phone' calls that I have had from some very valued and dear constit-
uents, based on information furnished to them concerning what is be-
hind this bill and what it will do, that I realize that anyone who seeks
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to approach it objectively is going to find himself suspect. But never-
theless we are dealing with cancer here, but my position is are we ex-
cising that cancer or merely applying a poltice that will be an irritant ?
We are not doing anything that I can see to eliminate the boycott.
That is a reprehensible cancer that we are seeking to destroy. Now
merely refusing to fill out these questionnaires, could not the Arab
States say that that is per se an indication that we don't care to trade
with them, and say that that is it ?

Now realizing that some of those bigger companies that have lever-
age will continue, isn't this going to hurt your smaller man who might
otherwise be able to maintain trade with both countries ?

Senator WMLIAMS. Well, it is certainly within the power of the
Arab States to build high walls and keep everybody out. It is just
my feeling that they would injure themselves in this way. They trade
with us not because they like us as people or are friendly with indi-
viduals who run American business. They need those products, and
they are going to continue to need them, and we are still the industrial
might of the world and they still need us.

Maybe the operation on the cancer will not wholly eliminate it, but
when you are dealing with cancer, you try.

Mr. CABELL. Well, the voluntary refusal on the part of the Ameri-
can business firms to fill out those questionnaires would accomplish the
same result, won't it ? There is no compulsion now that says they must
do it.

Senator WILLIAMaS. If they want to trade, thev now comply.
Mr. CABELL. The American businessman has been used to question-

naires for many years.
Senator WILLIAMS. Certainly they can say they won't trade with

the Arab countries. Any businessman doesn't have to trade with any-
body that he doesn't want to. The whole point is we want to give
American businessmen the equal opportunity really of trading with
Israel and then trading with the Arab States.

Mr. CABELL. The whole problem is how this is going to eliminate
the boycott. That is the big question.

Senator WILLIAMS. I only meant that it will eliminate the boycott
in terms of American businesses having to cooperate with the methods
of the boycott if they are entering trade relations with the Arab States.
That is what this bill does.

Mr. CABELL. Thank you, sir.
Mr. ASHLEY. Mr. McGrath.
Mr. MOGRATH. Thank you, Mr. Chairman. I want to welcome our

Senator from New Jersey. Although he stated that he retired invol-
untarily from this House, I think it is noteworthy that last November
be became the first Democratic U.S. Senator ever reelected from the
State of New Jersey. I think his testimony here today bears out the
people's good wisdom last 'fall.

Senator WILLIAMS. I had some very good running mates.
Mr. MdGRATH. Senator, most of the testimony on this proposed

amendment has been concerned with the Arab boycott. It would have
a prospective effect, would it not, to prevent the present trouble that
the State Department and the Commerce Department and our foreign
policy and our businesses have in dealing with the Arab boycott in
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the event that some other group of nations later on imposes some kind
of boycott similar to the Arab boycott?

Senator WILrTAmS. I believe it would. It would be an American
expression that we won't be bullied in economic warfare between other
countries. It would be exactly following Congressman St Germain's
point.

Mr. McGRATR. Thank you very much.
Mr. ASHLEY. Thank you very much, Senator, for coming way over

to this side of the Capitol and finding your way into the Rayburn
Building. We are always delighted to see you before this chamber.
We appreciate very much your testimony.

Senator WILLIAMS. I certainly appreciate very much what you are
doing and certainly want to thank Congressman Celler and the others
who let me go on first.

Mr. ASHLEY. It is a very particular privilege to call as our next
witness the dean not only of the New York delegation but indeed of
the U.S. House of Representatives. Not only is he one of the alltime
great Members of this body, he is a humanitarian and a public servant
of the highest order. We are delighted to have you here, Mr. Celler,
and will of course be delighted to have you proceed in any way that
you wish.

STATEMENT OF RON. EAUNEL CEI.ER, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEW YORK

Mr. CELLER. Thank you very much, Mr. Chairman and I appreciate
your remarks but they put a heavy burden on me. I question whether
I could justify all those encomiums. To strike a little lighter note, I'll
tell you why I am dubious. The other night when I was speaking at a
banquet a woman came over to me and she said "Congressman, you
made the lousiest speech I ever heard in my life" and I was taken aback
because I thought she was coming over to praise me. There was a
fellow standing next to her and hoping to mollify me, he said "don't
pay any attention to her, Congressman, she is a moron. She repeats
everything she hears."

However, I want to thank you for this opportunity to express a few
views on this subject. But first I would like, before I read a 3-page
formal statement, to call your attention to a very compelling editorial
that appeared recently in the New York Herald-Tribune. I would
like to read it.

The Arab countries declaring themselves to be in a state of war have the
right to conduct economic warfare against Israel and the latter if it chooses may
reply in kind. The United States which seeks to maintain friendly relations
with both has the right to remain neutral. The Washington administration
professes to be doing so but it isn't. It is permitting the Arab States to conduct
their economic warfare on American soil by allowing their diplomatic, consular
and business agents in this country to engage in their economic and blacklist
activities. There is nothing of course to stop them from such activities on their
own soil or on that of their Communist friends or of others who may be motivated
purely by profit. But there is no reason why Washington should make their task
easier, and by doing so become their unwitting accomplice. Its failure to up-
hold the strict rules of neutrality has exposed American chambers of commerce
and other trade associations to pressure by Arab States to handle that-their
blacklisting papers and questionnaires for them to the extent that they are
doing. To the extent that they are doing so this raises a startling question,
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whether such chambers and associations should be required to register as agents
for foreign countries, and not just any countries, but ones which are in a state
of war. And the question is even more startling if applied to the U.S. Depart-
ment of Commerce.

The Herald-Tribune series on this issue has pointed out that the Department
allowed its journal to advertise the discriminatory trade offer of an Arab State.
The proposal by a group of Congressmen to legislate against the conduct of
Arab economic warfare on American soil makes sense. It would not end the
warfare. That would take years and will come only after the Arabs themselves
recognize that their best interests will be served by coming to terms with Israel
But it may help reduce and correct our present unneutral position.

I would like to call to the subcommittee's attention also the fact
that in 1960 both the Republican and Democratic Party platforms
pledged action against the Arab boycott, and that very year, you may
remember, gentlemen, Congress adopted an amendment to our foreign
aid bill which provided that aid should be withheld from any country
which persisted in boycotts and blockades.

The amendment was supported by both President Johnson and the
late President Kennedy, who were then Members of the Senate. It
is well to keep that in mind.

Mr. ASHLEY. Would the gentleman yield at that point?
Mr. CFULE.R. Yes, sir.
Mr. AsBLEY. Why is it, do you suppose, that the position of the

President is not consistent with the position taken at that time?
Mr. CELLER. I don't know what the position of the President is. I

don't know whether the President has made manifest his views on this
matter. The President is a very busy man as you know. He is quite
an active individual. He is engaged on many fronts. I don't know
whether this matter has been presented to him directly. Of course,
the State Department and more particularly its guiding head in this
direction, Mr. Ball, has made clear that the State Department has no
sympathy with these bills.

The question before us, gentlemen, essentially is this. Must Amer-
ican businessmen submit to loss of trade, to being used as a weapon of
war and impeded from international commerce, and to being dictated
to by a foreign government as to where and how to invest? I speak,
of course, of this Arab economic boycott against the State of Israel.
Such boycott has forced the American businessman to choose between
the Arab Government and Israel. This is an unwarranted interfer-
ence with private, and I emphasize "private," American interests.

As third parties, the American businessman or firm is forced into
a political squeeze. In the instance of the Arab boycott, we do not
have the situation of one antagonistic country confronting another in
recognized economic warfare. Here we have the situation of Amer-
ican business interests being adversely affected, not because they are
nationals of either country, but only because as third-party private
citizens they seek legitimate commercial objectives in international
trade and investment.

We have ample documentation to show that not only are those
firms involved who directly seek trade and investment outlets in the
Middle East, but that firms who deal with such firms are also adversely
affected and boycotted. Thus the boycott stretches not only to one
private firm, but to second, third, fourth, and even fifth firms who are
commercially bound up with the first.
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I know you are aware of the humiliating questionnaires to which
American firms trading with Arab countries are subjected, and the
degrading affidavits which they are compelled to sign. There are
those who say this is avery simple problem. They say that there is
no need for legislation, that the American firm need not submit. But
this is far more easily said than done. American trade, American
jobs, American productivity are all involved. What the American
business firms need is the unequivocal backing of U.S. law.

We must give the American interests the vehicle whereby they
can state they cannot defy the provisions of the Federal statute. If
we pass such a bill as one of those before you, the American firm
when asked to subscribe to these questionnaires, obnoxious as they are,
can say "We can't do that. It is against the law for us to do it."

We must remember too that the Arab nations have shown no con-
stancy in applying this boycott. Wherever they wish they look aside.
The best example of that is Merck & Co., presided over by the dis-
tinguished Secretary of Commerce. His company was off and on,
off and on the boycott list, whenever the Arabs wished to look aside.
With this act on our books, I have no doubt that the whole Arab boy-
cott would collapse, or at least there would be comforting brakes to
it, and finally it would diminish.

Blackmail no longer being possible, and it is blackmail, the Arab
nations would accept American trade opportunities and investment,
lest their economic plight already manifest becomes truly desperate.'
Passage of my bill or any of the other bills before you would give
American business the assurance it needs that it has governmental
backing in rejecting the sordid and sorry Arab boycott.

Thus we also encourage the expansion of international trade into
the entire Middle East, and help to lessen the tensions therein, and
make available contribution to world peace. We declare thereby that
Israel is here to stay and that the United States recognizes its inter-
national rights to trade freely.

Some have wished to back away from supporting this bill, saying
that we would establish a precedent, and thus tie the U.S. hands in
dealing with countries antagonistic to ours.

This is not so. I emphasize this is not so. We must remember and
recognize the major differences. Such restrictions as we have, for
example, against China and Cuba are limited to U.S. citizens, U.S.
companies, and products of the U.S. origin. Here under the proposed
legislation, it is not a matter of government versus government. We
do not impose restrictions on private citizens of foreign countries.
Read the bill or read portions of the bill. I read from the very first
part.

The Congress declares that it is the policy of the United States to oppose
restrictive trade practices or boycotts fostered or imposed by foreign countries
against other countries friendly to the United States.

It is true that we do penalize foreign firms that. misrepresent and
violate restrictions on our own exports. We also penalize ships that
trade with Cuba, by denying them U.S. Government financed cargo,
but thllat is as far as we go.

Let me make this very abundantly clear, gentlemen. We are not
asking Congress to legislate for Israel. That is not the proposition.
We are not asking legislation for Israel. We are asking Congress to
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legislate for the protection of American business and American com-
merce.

We are not asking for any legislation for the'benefit of Israel as
such. However, we cannot close our eyes to the fact that this boycott
does hurt Israel-Israel, the only country in the Middle East and the
Near East where the flame of liberty burns brightly. And we, the
greatest liberty-loving people of the world, must nurture that flame of
liberty wherever it burns.

I don't know whether you have been there. If you have been there,
you will note that you see amongst those people an indomitable cour-
age, a courage that you do not see anywhere in any country of the 'Mid-
dle or Near East.

It is the courage that flows from the'heart. And there you see a
determination to get on with their work, a determination as firm as
the rock you hold in your hands, indeed as firm as those rocks-that
were blown out of the Judean hills which built the so-called Burma
Road over which sped the trucks and the lorries manned by stout-
hearted lads and lasses of the Hagana, which brought the food and
water to the beleaguered 30,000 Jews in the new city of Jerusalem.
without which water and food they would have starved. There you
will see an exaltation among those people as fierce as a streak of light-
ning, and there you will see a faith, a wonderous faith. Thev don't
wear their faith as one would the fashion of a hat. In the language of
Browning, there is a faith that can move' mountains, faith in them-
selves, faith in their' flag, faith in their country, and faith in denoc--
racy. Those are their resources primarily, bI ecause it is a country
sparce in resources.

And with those talents that grow oiit of those wonderous qualities,
they are trying to build a viable nation.' And with Israel having only
a little' over 2 million, surrounded by 40 inillion Arabs bent upon
plunging them into the sea, why shouldn't we take all those facts into
consideration.

But I repeat we are not asking for legislation for Israel. 'Tllat is
part of the grea.t panorama out of which this legislation may spring.
I ask that we protect American firms in dealing with Israel, and I hope
you gentlemen will adopt one of these bills so that the back of this
Arab boycott will be broken. I say this despite the fact that I am
a staunch supporter of the administration. I have very rarely strayed
from the path of the support of the administration.

I can't help, however, in this regard. from taking issue with Secre-
tary Ball and taking issue with Douglas MacArthur and others of the
State Department who have taken a different position. They say it
will deteriorate our relations with the Arab countries. I have heard
that so often. I have fallen for that. argument. Years and years
I have fallen for that argument.. I went along with it. But. never-
theless our relations with those Arab countries have deteriorated.
Syria has expropriated many of our oil companies. See what. is
happening in Egypt with reference to American companies. So that
that kind of argument. as far as I am concerned today falls on deaf
ears. Our relations have not been bettered because of that attitude
of the State Department. The State Department has a policy that is
formulated primarily by those in the under echelons; who are those in
the under echelons?
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They are those who must speak Arabic. Who are those that speak
Arabic? They are those who spend 4 or 6 years in the American
college at Beirut or in the college at Constantinople-I have forgotten
the name there. When they have lived 4 or 6 years in lands of that
sort, they become more Arab than the Arabs themselves. They become
steeped i the Arab traditions. They come to the State Department.
They formulate the policies. They draw the reports that go up to
Mr. Ball, and it is very difficult to offset those reports. I have had
that trouble all these years that I have had relations with the State
Department.

And it is for those reasons that we have this adamant opposition
to a very simple situation like this, which seeks to protect the Amer-
ican businessman. I probably have gotten a little emotional on this
matter. You will forgive me. But I do hope, gentlemen, that you
will view with favor this legislation and vote for it, or recommend
it to the full committee.

Thank you.
Mr. AsHLEm. Thank you very much. Mr. Celler.
I might say that it is unfortunate for those of you who support the

amendment that the vote is not to be taken at this very moment. You
are an enormously capable and persuasive witness.

Mr. CELLER. Will you excuse me now. I have to go to a meeting,
although I will be glad to submit to question if you wish.

Mr. AMHLEY. I think in view of the fact that there are other witnesses
who will be presenting essentially the same basic testimony as you,
Congressman Celler-I am quite sure none so ably-nonetheless we
will be able to direct our questions to them, and, therefore, if it is your
convenience, you may be excused.

Mr. CELLER. Thank you very much.
Mr. HALPsRN. Mr. Chairman, I do have some questions; but in view

of the time factor, I'm sure I could pose them to the other witnesses.
However. I would be remiss in my admiration for our distinguished
witness if I didn't express my commendation to him--our brilliant
dean of the House, the brilliant chairman of the Judiciary Committee,
for taking time out of his busy schedule today to come before us.

I know, Mr. Chairman, of our witness' genuine interest and deep
concern with this subject. He has been relentless through the years
in resisting all infringements on justice and dignity whether it appears
here or abroad, whether it affects the American individual or whether
it affects American business. Again I want to commend him for his
brilliant presentation here this morning.

Mr. CELLER. Thank you very much, sir.
Mr. ASHLEY. Our next witness will be Mr. Abraham J. Multer of

New York.
Mr. Multer, this gives me an opportunity to welcome you, a member

of this committee, to appear and give testimony before this subcom-
mittee. We are delighted to have you, and please proceed in any way
that you wish.
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STATEMENT OF HON. ABRAHAM J. MULTER, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF NEW YORK

Mr. MuLTE. Thank you, Mr. Chairman, for the opportunity to be
with you this morning and to present my views on this important
legislation. In order to conserve the time of the committee, I am
not going to repeat many of the things that you heard from other
witnesses, both before the full committee and today.

I am sure I can say without reservation that I endorse all that has
been said and will be said by those who support the proposed amend-
ments to the Export Control Act of 1949 as evidenced by the various
bills that are before you, one of which is my own, H.R. 627, others are
H.R. 4361, and a long series of similar bills that are identical to H.R.
4361, introduced by other Members in this House and by many
Members of the Senate.

May I say that there is a slight difference between my bill and the
Senate bills, and H.R. 4.361 introduced by our distinguished colleague,
Mr. Halpern, and the others that you have heard about, and I think
all of which have been referred to on the record.

Very briefly, the difference between mine and the other bills is that
on page 2 of the Senate bills and H.R. 4361 and those similar bills,
lines 11 to 17 donot appear in my bill, H.R. 627.

A question has been raised about whether or not we are dealing with
foreign policy here. I do not know whether the question is raised
because there is some doubt as to whether this committee has jurisdic-
tion over the subject matter or the Foreign Affairs Committee has
jurisdiction. If it is one of jurisdiction, may I say that this com-
mittee, Banking and Currency, has always had and still has jurisdic-
tion over the Export Control Act of 1949, and all other export and
import control legislation, despite the fact that, obviously, it overlaps
into the field of foreign affairs. The best legislative draftsmanship has
indicated that the only place for an amendment such as this would be
to the Export Control Act, unless we were to handle it as an entirely
new act.

I do not believe the Foreign Affairs Committee has asserted or at-
tempted to assert any jurisdiction over the matter.

If the question of foreign affairs or foreign relations goes to the
question of whether or not the Congress shall act on this matter with-
out a request from the President or his duly appointed officers to whom
he delegates such functions, may I say that while the Constitution does
vest in the President the right to manage our foreign affairs, the Con-
gress has coordinate jurisdiction when it comes to implementing his
policy. We have done so on many occasions, by implementing the
policy and adopting a resolution indicating that the Congress agrees
with it.

We have just as frequently, maybe not just as frequently, but we have
frequently adopted resolutions giving the sense of Congress as con-
trary to the foreign policy as enunciated by the President,

But when it comes to implementing the foreign policy, whatever it
may be, the Congress has the first duty to enact legislation either
implementing it by giving him the means to proceed and enforce his
policy, or to give him the money with which to do it.
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Here we axe establishing the means with which to enforce our for-
eign policy as enunciated by the President and his delegated agents.

Now rarely have I seen representatives of any administration come
before the Congress and argue against enactment of a bill and yet make
out a case for the bill. And I say that, too, without reservation.

The first provision in these amendatory bills is to declare that it is
the policy of the United States--
to oppose restrictive-trade practices or boycotts fostered or imposed by foreign
countries against other countries friendly to the United States.

Every administration witness has told you that he agrees with that
policy. He may not have used that language, but they have all de-
plored the boycott. They have all deplored the restrictive practices,
and they all agree that something should be done about it-and then
go on and tell you but not by this bill or by this amendment.

Despite the very adroit leading by our distinguished chairman, Mr.
Ashley, all of those witnesses, up to this time-and I have read the
.whole record--failed to state a single instance which would substanti-
'ate the fears they have expressed, to wit: That if we enact this, it is
going to interfere with their management of foreign policy and it is
going to cause our relations with the Arab countries to deteriorate.

Mr. Celler has already made a good case, indicating that anything
we do here legislativewise is not going to cause any lessening of the
deterioration which has already occurred between the United States
and the Arab nations.

So far as hampering the administration, as Commerce witnesses have
indicated--they, toohave failed to make out, a case. They have said
that if you enact this it is going to hamper them in administering the
law.

Thev have taken the trouble in explaining to the committee, when
advocating the extension of the Export Control Act, how they operate
and how they administer the Export Control Act, and if you read
that carefully, you can see how they can apply that very administra-
tion and detail of administration to the act as amended by these pro-
posed bills, and there will be no hampering. As a matter of fact, it
will make their job a lot easier.

I am sure if the State Department and the Commerce Department
and our commercial attaches abroad in these Arab countries should
say to their counterparts in these countries: "This is the declaration
of the U:S. Congress, that the policy of the United States is to oppose
your restrictive practices and your boycott, and you oilght to be ulided
accordingly," the whole problem would disappear. If the Arabs then
ran to the Communist countries for help, they will get lipservice as
they have gotten before, and they will have to turn back to us again
and ask for our aid again.

I am not suggesting that we should use our offers of aid, grants or
·loans or sales of foodstuffs as a hammer to drive them into doing things
the same way as we do. But very basic to this declaration of principle

. is the fact. that we have enacted laws in this countrv which we are en-
forcing, which would prohibit Americans dealing With Americans in

: this country from answering the same kind of questionnaires that these
:foreign countries demand of Americans.
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I remember when I was in one of these Arab countries not long ago,
I picked up an application blank that was being used for the recruit-
ment of personnel in that country by onrie of our American banks, and
that application was an old-form application, the same form of appli-
cation that the bank had been using through the years, long before we
enacted any of our civil rights legislation in this country, and it
contained the questions:

"Where were you born ?
"Where were your parents born ?
"What was their religion ?
·"What is your religion ?
I took that application and called on our Ambassador in that country

and our commercial attache, and I said: "Do you know anything about
this? Did you ever see this application ?"

He said, "RNo."
I said: "Well, I think you should call this to the attention of the

parties concerned."
He said: "We cannot get into that. This is not for us. We are

not going to get into that."
I said: "Do you not know that our American law now provides that

American companies cannot ask these questions? "
"Well, that may be the American law, but we cannot get into that in

these embassies here."
I got home and I took it up with our State Department here and got

the same answer.
"IVe do not want to get into that."
I telephoned the president of that bank. His immediate response

was: "I am very happy you called this to our attention. We will see
that that blank is not used any more, that that application form is no
longer used. *We have long since discarded it here, and whether it is
a branch abroad or anywhere else, we do not want it used and we will
not use it."

And they stopped using it.
Now, all the State Department has to do and all the Commerce

Department has to do in any of these cases is to say: "Our policy,
even though not yet declared"-as we ask that it be declared--"is that
we will not stand for the asking of this kind of questions of American
firms. We will not require any American firm to submit biographies
of all of their personnel in every echelon, whether it is an employee who
is a porter or, the officer who is the president."

Instead of that, they have doubletalked the people who inquired
from both -Departments. They doubletalked this committee in their
testimony here. Just as it has been necessary heretofore to adopt
declarations of foreign policy, whether it was in an appropriation bill
or the foreign aid bill or some other bill, it is essential that we now
declare the policy which is the existing policy of this country as part
of this act, and direct Commerce and State to be guided accordingly.

Now, the bills that are different from mine have a provision in them
that "Nothing contained in this sentence or in this declaration shall be
construed as authorizing the imposition of any sanction against any
business concern of a country friendly to the United States."

We could not. do that if we wanted to. I do not care if we do put the
-language in. I think it is meaningless. But if this is going to make
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anyone feel better, put it in. This language was suggested by the
State Department, last year, they said, "If you are going to do this, at
least put this additional language in." They would not take a position
that they want the bill. They still take a position against it. But they
did say, "If you are going to do this, say at least you are not going to
impose sanctions against any foreigners." We could not do that if we
wanted to, and as I say, it does not matter too much whether we do or
we do not put that provision in.

Now let me say this about making anybody mad.
I am in complete agreement that we should not do anything that stirs

up any trouble. I think I have evidenced by my activities on this
committee that if a compromise is available, let's compromise. You
do not get everything you want all at once. Take it step by step.

I am the last one in the world that would indicate that we ought
to do anything that would irritate even the Arabs. I think I have
shown that by my conduct through the years, even risking condemna-
tion by some of my coreligionists when I took a position which they
deemed was overly friendly to the Arabs. I will continue to take that
position when it is indicated that some good can come df it.

We all want peace, not only in the Middle East but all over the
world. If I thought for 1 minute that the enactment of this declara--
tion was going to delay for 1 minute or 1 second the possible negotia-
tions of peace or bringing about peace, I would urge this committee
to reject the amendment.

This amendment cannot possibly have that effect. If anything, this
will have the effect of bringing them closer together. The Arabs will
then know that they have got to stop asking American citizens and
American firms for information which we prohibit Americans to give
to one another here. They will stop asking for it..

I have long been an opponent of trading with Communist nations,
because I did not think that would bring us together. The majority
opinion, however, seems to be that the more trade you promote, the
more likely you are to get together and understand one another and'
live peacefully together.

I am willing to buy that premise, and I support it in urging enact-
ment of this declaration. If you can require our Americans to live in
accordance with American policy and support American policy, and
do the things in the American way, as long as they are good and moral
and right, these other countries will eventually do business with us on
that same basis, and that will bring us all closer together-the Israelis,.
the Arabs, the Americans, and others, too.

I have taken a little more time than I intended to, Mr. Chairman
and members of the committee. I will be glad to try to answer any
questions that you might have wanted to put to any of the other wit-
nesses or to me on the entire problem.

Mr. ASHLrEY. Thank you very much, Mr. Multer, for your illum-
inating statement. It was up to your usual very high standards.

Mr. MULTER. Thank you, sir.
Mr. ASHLEY. I think you make a very good point, Mr. Multer, when

you state that administration witnesses have in effect articulated'
agreement with the statement of policy contained in your amendment
and the amendment of the others who have introduced this legisla-
tion. Without seeking to characterize the rest of their testimony, it:
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nevertheless seems to me that the sticking point arises with respect to
the means of enforcing this area of foreign policy on which there does
appear indeed to be a basic agreement.

You said that no testimony has been set forth that has conclusively
demonstrated that this amendment would cause our relations with
the Arab countries to disintegrate, and I think that this in some
measure is also true.

But would you not agree that it is very difficult to know to a certainty
what the ramifications of legislation of this character will be ?

There is not a measuring stick that has the kind of calibration that
we would like. The only measuring stick that we have in fact is that
of judgment in these matters, judgment based upon the experience of
men who we must all agree are devoted to their country, have spent
years dedicated to the intense study of foreign commercial matters.

It has been their testimony that they have deep-seated reservations
that go both to the future conduct of our foreign policy and the fu-
ture ability to administer the Export Control Act as effectively as is
presently being done, if this legislation is adopted.

You argue with that, but I am not entirely certain again that it is
possible for you or the proponents of your legislation to be any more
certain than the Department on figures who have testified.

I was interested in the testimony of Senator Javits. Mr. Celler and
yourself in this regard, because it seems to me that you ask for a cer-
tainty with respect to the Department's witnesses that you do not ask
of yourself. In fact, it occurred to me that Senator Javits was quite
ready to point the finger of uncertainty at the Department, but he
was very certain as to what the effects of this boycott, or he appeared
to me to be very certain as to what the effects of this legislation would
be.

I must question whether there is any greater certainty on the part
of the proponents of the legislation than that of the Department
witnesses.

Mr. MuLTER. I can understand your feeling, Mr. Chairman. But
let's analyze it, not your feelings, sir, but the bill and the fears, and
see if there is any basis to the fears as expressed by the administration
witnesses.

First, after the declaration of policy-and surely the least they
should have come in and said, was that there can be no objection
to this declaration of policy. It is a reiteration of exactly how we feel.

Now what do we do after we declare the policy ?
We say by this amendment that the administration or the Depart-

ment of Commerce, whichever has jurisdiction here, shall do the
following:

Enact such rules and regulations--

this begins on line 3, page 2-
such rules and regulations as shall prohibit, in furtherance of the policy-

that is, the rules and regulations shall be in furtherance of this policy
as declared-
shall prohibit the taking of any action, including the furnishing of information
or the signing of agreements which have the effect of furthering or supporting
the restrictive trade practices or boycotts enforced by the foreign country.

Prohibit whom ? Prohibit domestic concerns engaged in the export
of articles, materials or supplies, including technical data.

48-042-65--10
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Well, now, let's assume the regulation or the rules are adopted and
we say in accordance with this policy no domestic concern engaged in
the export of articles, materials, and so forth, shall take any action
which has the effect of furthering or supporting the restrictive trade
practices of the boycott, and somebody comes along, an American
concern comes along, covered by this bill, and says, "Mr. Commerce
Department, we have this questionnaire. We want to sell to the Arab
States and we are selling to Israel.

"They want to know the names and addresses of all of our officers,
directors, stockholders, and employees, what their race is, where they
were born, where their parents were born, the religion of each of
them, and what business we are doing with the State of Israel.

"Now we would like to do this business with the State of Israel. We
would like to do this business with the Arab States. What do we do,
Mr. Commerce Department?"

The Commerce Department says, "You ignore it. You may not,
because of this rule and regulation, answer that inquiry," and they
do not.

-What do the Arab States do ?
Thev can again write the man if they want to, if they want to vio-

late diplomatic protocol. As a matter of fact, they have not the right
to contact them in the first instance, but they do. Let's assume they
follow it up. All they can do is persist in saying, "If you will not
answer this questionnaire, we are going to assume you are doing
business with the State of Israel. If you are, you cannot do business
here." How does that affect or cause a deterioration in our relations
between the United States and the Arab States?

I say it has no effect. If we are going to draw on experience as
we must in order to arrive at a judgment, then we draw on the experi-
ence that we have had with these Arab nations. After we have gone
out of our way to help them with grants and with loans, and loans
which many people say will never be paid back; they are payable in
the first instance, they say, in soft currencies that will never be worth
anything, but whether they will or they will not, after having done
all of that, did they not then turn to the Communist nations and seek
help from Soviet Russia, from Communist China?

In order to try to swing them back into our sphere of influence, we
continued to deal with them. And because we did that, they took
this as a sign of weakness on our part and they spat in our face.

Can they do any more or worse than they have done ?
Can they expropriate any more than they have expropriated?
Can they say to any more Americans, "We will not. let you in here" ?
Can they say it any differently to our Armed Forces, about. our

chaplains. Mind you, they told us: "You cannot let a chaplain"-
some of these Arab States said to us--"You cannot let an Army chap-
lain go upon one of our bases who wears the cross or a Star of David
indicating he is a chaplain of the Christian faith or of the Jewish
faith."

When we finally got our back up and said, "We are not going to
stand for this nonsense," they drew back, not us. They drew back.
and today, not only can a chaplain go upon these bases wearing the
insignia of his office, of his chaplaincy, but they no longer raise a
question about members of the Jewish faith in the armed services going
to these bases, if that is where they are assigned.

140



REGULATION OF EXPORTS 141

All it requires is a matter of firmness on our part. These people
need us more than we need them, and if we indicate to them we will
do business with them and we will continue to carry on our foreign
affairs with them in a pleasant and a peaceful atmosphere, and they are
not going to tell us how to run our country and they are not going to
tell Americans how to do business, as long as they are doing the right
thing, they will behave. Nobody objects to their saying, "Look, we
are going to stand for no nefarious practices." But as long as you are
carrying on business ethically and in accordance with the law, we will
stand for no interference.

We must take that firm position. That is all we are asking by this
bill, to take that firm position and stand up for the right. If we do,
they will back away. There will be no deterioration or further dete-
rioration in our relations with them on that account. Again, I say we
have had experience which shows how they will act and react in cer-
tain instances. Let's try this for a while.

Mr. ASHLEY. I think that that is very interesting.
We do know from experience the result of dealing with the boycott

on a case-by-case basis. We know that for a fact, and as you say, it is
only in your opinion and in your judgment that you can state what
the results will be if we seek to deal with the boycott as proposed in
your legislation.

Some days ago when the departmental witnesses were before this
subcommittee, I asked the witness from the Department of Commerce,
Mr. Giles, to submit a table or an analysis showing the volume of trade
with the Arab countries and with Israel for the years 1960, 1961, 1969,
1963, and 1964, and without objection I will ask that this analysis be
submitted at this point in the record.

(The information referred to follows:)

U.S. exports including reexports' to Arab countries and Israel, 1960-64

[In thousands of dollars]

Country 1960 1961 1962 1963 1964

Israel .............. 125.523 147,234 174,881 167, 413 181.270
Arab countries -........................... 510,642 618,949 724,611 678,066 769, 642

Aden-........... ...2, 809 3.269 3, 364 5,880 5. 214
Algeria. ... 23,821 42,115 49, 977 44,639 52, 990
Arabian Peninsula states, not elsewhere classi-

fied 2 -----. _.._._.__-__-...................._ 7,438 17, 438 14,592 17,603 16,955
Iraq ..-----.--------.... --...-.. ........ 36.932 37.379 34,569 32. 833 56, 408
Jordan 16. 977 23.562 20. 882 37,101 20. 330
Kuwait -............ - -- -. 40, 849 56,412 63.868 59,999 55,336
Lebanon ..- ......... -----. 44.312 45, 361 43, 361 51,218 57,151
Libya -............... 42, 157 33, 675 44.571 43,406 58. 883
Morocco - --......... ........--------------------- 34,126 65, 989 52,638 56,223 37, 358
Saudi Arabia ...-........- 43, 388 54,996 77,460 69.326 89,197
State of Bahrein ...- ......... 8 209 9, 735 8.756 8,999 8.811
Syrian Arab Republic .-..... ......... 37, 722 26.819 29.485 15,161 11. 022
Tunisia - --- ----......----------------- 21,250 39, 512 45, 975 25,902 32.118
United Arab Republic .....-......... . 150, 652 162,687 235, 013 209, 776 267, 869

1 Excludes military shipments.
2 Includes Yemen, Sultanate of Oman, Trucial Sheikhs, and Qatar.
Source: 1960-63, Statistical Abstract of the United States (1964); and 1964, Bureau of the Census, U.S.

Department of Commerce.
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U.S. general imports from Arab countries and Israel, 1960-64,
[In thousands of dollars]

Country 1960 1981 1982 1963 1964

IsraeL_ .__.-............... 27,288 832,40 41,085 47, 70 56,123
Arab Countries_ ..... _.. _- -- -- _ -..-..- 277,987 277,555 252,498 243,256 24, 679

Aden .---------------- 285 238 114 133 404
Algeria .--..... ------------------------ 1,371 260 5,327 842 5,343
Arabian Peninsula states, not elsewhere clasi-

fled ----- 4,475 24,665 22,660 29,740 44.121
Iraq - -------------------... ........... 27,160 29,415 9,62 9, 499 8,364
Jordan _------------ --- 92 496 74 81 185
Kuwait ...---.. ------.--------.------- 123, 706 108,890 87, 721 67,445 52, 045
Lebanon --. 4.... -8.-.. . .. -9--- ..----- S ....... 3,469 4,410 5, 07 6.936 7.972
Libya ... .......---.--.------------- -319 458 11,933 15, 834 28, 53
M orocco .....- -------------------------------- 10, 457 11, 350 10,739 6,776 6, 041
Saudi Arabia ------------------ -- -. 65,220 5, 532 66,927 78, 213 85,998
State of Bahrein .-.......-.. 2,826 927 46 3,102 2,728
Syrian Arab Republic. - --- -_- -. __---- 6,537 5,120 4,386 4,009 5,396
Tunisia - -- ---------------------------- 473 683 1,640 779 1,307
United Arab Republic -.......... 81,618 35,111 25, 592 19,868 16,222

Includes Yemen, Sultanate of Omen, Trucial ShaDkhs, and Qatar.

Source: 1960-63, Statistical Abstract of the United States (1964); and 1964, Bureau of the Census, U.S.
Department of Commerce.

Mr. ASHLEY. This table is very interesting and I will show it to you
immediately after we adjourn, Mr. Multer, because I know it will be of
intense interest to you.

U.S. exports to Israel in 1960 were $125 million roughly; in 1961,
$147 million; in 1962, $174 million; in 1963, $167 million; in 1964.
$181 million.

Our exports to the Arab countries likewise increased from $510
million to all of the Arab countries in 1960 to $168 million in 1961, to
$724 million in 1962, to $678 million in 1963, to $769 million in 1964.

The import picture is somewhat different. Our imports from Israel
have increased markedly. Of course, we are not so concerned with
the import picture, but I think that it is relevant, sufficiently relevant
to simply show that in 1960 we imported $27 million worth of goods:
in 1961 it was $32 million; in 1962 it was $41 million; in 1963 it was
$46 million; in 1964 it was $56 million-a doubling of imports from
Israel in those 5 years.

The Arab country imports in 1960 were $277 million, they were the
same in 1961, they were reduced to $252 million in 1962, they fell to
$243 million in 1963, and in 1964 were $264 million, obviously a decline
in that 4-year period rather than the doubling that we show in the
imports from Israel.

I might say that the volume, going back to the export picture, con-
sidering Israel as against the individual Arab States only are the
exports to Israel exceeded by an Arab state in those instances where the
Arab state is a producer of oil.

What we find, it would seem, is that the result of treating the boy-
cott as we have during these periods, while it may have impaired our
commerce with Israel to some extent, we nevertheless do find that our
exports have increased from $125 to $181 million, and that our exports
to the individual Arab countries have increased essentially proportion-
ately. This we know as a fact.

I am not certain yet that this would have been the case ha d the second
part of your amendment been the law of the land during these 4 years.
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Mr. MULTr. I am sure you will also agree that you cannot say that
those exports to and from the State of Israel might not have been much
greater if we did not have this boycott.

Now the fact of the matter is that the increase in our imports from
Israel and our exports to Israel is a natural growth of trade. Our
exports to all countries have increased under the stimulus of the ad-
ministration. In order to meet the balance of payments, we are mak-
ing an all-out effort to increase our exports. Even though the actual
export-import balance has always been in our favor, because of the
monetary imbalance, we have tried to offset some of that by increas-
ing and stimulating an increase of exports, and we have done so and we
have done a good job.

I think the increase in imports from Israel is due in part to the fact
that that country has industrialized very quickly, and it has pro-
gressed tremendously, and they are producing more goods that we
can use.

The reason that there has been a falling off of imports from the Arab
States is because they have not taken advantage of the present-day
know-how and technology, and they have not moved forward as fast as
Israel and other countries have, and they do not have what we can use
in this country to the same extent as we import from Israel and from
other countries. So, while I cannot dispute, and will not attempt to
dispute, the figures, I do not think you can draw any conclusions from
those figures that the Arab boycott has been good for Israel or good
for the Arab States.

Mr. ASHLEY. Of course, I do not seek to draw-
Mr. MULTER. I know you do not.
Mr. ASHLEY. And I think you are quite right when you point out

that had it not been for the boycott, the volume of our exports to Israel
might well have been greater than this. I am quite willing to concede
that, because I think that it is quite true.

Mr. MULTER. And I think too--
Mr. ASHLEY. I am not certain, however, that the second part of

your amendment would, had it been in effect during these 4 years, have
resulted in increased exports to Israel. And I might say that I still
have a considerable question in my mind as to whether, had your
amendment been law, the volume of our exports to the Arab nations
might not have been very considerably less than the record shows they
have been.

Mr. MILTER. There have been some instances placed upon the record
already of cases where American firms importing from Israel have
received letters from this Arab Boycott Committee indicating that any
further transactions with Israel would cut off any right of this firm to
import anything from the Arab States.

I think our State Department and our Commerce Department might
very well have pointed out to the Arab States that their own trade with
us and their exports from their country and imports inlto this country
from the Arab States might have increased if they had given up this
idea of restrictive trade and this boycott. But that has not been done,
because there has been always this fear that if you suggest something
to an Arab state that may be helpful to the State of Israel, it will be
harmful to us. But it just does not work that way.



REGULATION OF EXPORTS

Mr. ASHLEY. We do know that by seeking to attack the boycott on
a case-by-case basis that it has been our experience that exports have
increased to Israel and that they have likewise increased to the Arab
States. In other words, this does appear, does it not, to indicate some
validity to the policy that we have adopted ?

Mr. MIULTER. Nevertheless. I cannot understand how the enactment
of this is going to hamper rather than help the administration of this
bill, because if they are going to insist that the way to handle this is
on a case-by-case basis, they are making more work for themselves.

The unfortunate part of it is that when the big institution, the big
firm gets in touch with State or Commerce, and they take that matter
up on a case-by-case basis, they work something out. But too many
small firms get this doubletalk from them and get one of these do-it-
yourself kits in response to the letter "What do we do ?" and thev are
put. on their own and they do not. have the facilities or the money with
which to send somebody to Washington and make protests on their
behalf and get some help?

And how many small firms are there, that when they get this kind of
a thing, they run away from it, when they get the answer back from
the Commerce or State Department that "We are helpless, we cannot
do anything. It is a matter of foreign policy with a foreign counttr
and we cannot interfere with that" ? It is that little fellow we have
got to protect.

The big fellow can always take care of himself. This will strengthen
the hand of Commerce and the State Departments, I say, saving to
anybody who makes the inquiry, "This is our policy. Stand up for
it; we are behind you."
..Mr. ASHLEY. Mr. Multer, I would like to continue questioning, but

it has been pointed out by a junior member of this subcommittee that
mv time has expired.

That is for the record, Mir. St Germain.
Mr. Halpern ?
Mr. HALPERN. Thank you, Mr. Chairman. First, like the other wit-

nesses this morning, you have presented a very good case for the pro-
posed amendment to the extension of the Export Control Act.

Before I ask some questions I have in mind I would like to make a
comment.

I am very glad. Mr. Chairman, that you have agreed that our exports
to Israel would have been more, at least you presume there would be
more if it were not for this boycott. Now I am not going to take the
time at this -late hour to detail how I feel this boycott has seriously
affected the exports to Israel. I talked about this at. last week's hear-
ings. It is in the record having come out when one of the witnesses
stated that the boycott did not have much of an effect on trade with
Israel. I cited how it did affect American trade and investment oppor-
tunity in Israel. I don't think it's necessary to repeat it today.

I feel that a key point. was made this mnorning that this is not. a
matter that would affect. foreign policy, that this is distinctly a coim-
mercial matter, one that affects the American businessman, and I can
only conclude that it is he who is aggrieved, not the Arabs or not. the
Israelis. It. is obvious from the testimony of the State and Com-
merce Department representatives, that they have not been successful
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in alleviating the blacklist and the boycott. And they have had 15
years to do it.

Now I am pleased that our distinguished colleague, Mr. Multer,
who has been in the forefront of this effort for many years, has em-

phasized the commercial aspect, or rather the commercial policy affected
here.

Now I should like to point out that the last quarterly report on
the administration of the Export Control Act makes clear that a para-
mount objective of U.S. policy is the establishment of freer trade
among the nations of the free world.

Since the ultimate objective of the antiboycott legislation is the re-
moval of certain existing limitations on U.S. trade opportunities
abroad, you are convinced, are you not, that this type of amendment
appropriately belongs in the Export Control Act.

M· r. MULTE . I know of no other place to put it unless you are going
to enact it as a separate statute.

Mr. IHALPERN. NOw, does not this legislation hit at a fundamental
principle, that we should resist any attempt by foreign countries to
interfere with our commerce with friendly nations, and since expe--
rience obviously proves that this cannot be accomplished through ad-
ministrative action, I gather that you feel that we have no alternative
but to do so through our own domestic laws ?
· Mr. MtLTER. We have gone to war for free trade. This is basic to

our foreign affairs principles and policies.
Mr. HALPERN. Then you feel that in enacting such legislation as

this, that we are establishing a basic policy for all American business
to follow ?

Mr. MULTER. Reiterating it, sir.
'Mr. IALPERN. Right, and you also feel that rather than restrict-

ing trade to American businessmen, we will be giving them complete
freedom to trade with any free nation they choose ?

Mr. MULTER. I believe so.
Mr. HALPERTN. It was clearly brought out at these hearings that one

of the major injuries'of this boycott is that it constitutes a deterrent
to normal commercial dealings, and hence its whole injury cannot be
measured by mere facts and figures as to trade expansion statistics.

Mr. MULTER. A boycott. is a weapon, and it is always used as a
weapon. It not only has its commercial effects, it has its political
effects.

Mr. HALPERN. This may be political as far as the Arab States are
concerned, and we cannot tell them or tell other countries what to do
or what not to do. But we can legislate U.S. export control policy,
and is that not just what we are doing here?

Mr. MULTER. If this is good principle, it should be enacted whether
it crosses commercial lines into political lines or not?

Mr. HALPERN. Thank you.
That is all, Mr. Chairman.
Mr. AsHLEY. Mr. St Germain.
Mr. ST GERMrAIN. Thank you, Mr. Chairman.
I would like to commend our colleague, who is one of the ranking

members on the parent committee, for his statement and for his con-
tributions.
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I would also like to observe that I was gratified to detect the chair-
man of the subcommittee appears to be very slowly persuaded by the
logic of the arguments being presented here this morning.

Mr. MuLTER. I think, in fairness to the chairman, we should say he
has always been sympathetic.

Mr. ST GERMAIN. He has a very open mind, and I must state that
I am very gratified to see this demonstrated.

Mr. ASHLEr. Let the record show that there was no comment from
the chairman.

Mr. MULTER. I did not mean to compromise or try to get the chair-
man's views stated on the record, but indicating that he is sympathetic,
I do mean just that, that you are openminded and fair in all your
approach to this and every other problem that comes before us.

When I say "us," I mean not only our committee, but the Congress.
·Mr. AsHLEY. Thank you very much.
Mr. ST GERMAIN. Mr. Multer, would you have available copies of

these questionnaires, these certificates e
Mr. MULTER. I believe either State or Commerce has already sub-

mitted them to be made a part of the record.
I did inquire about them, and I believe they took them back for

correction of the transcript and they will be submitted as part of the
record.

Mr. ST GERMAIN. I think that it might be of immense value to the
members of the subcommittee-

Mr. MULTER. I am sure they would be.
Mr. ST GERMrAIN. To have these handy so they could see what the

American businessman is exposed to.
I do not think that any further questioning by myself would expand

to any degree on Mr. Multer's testimony. I think he has made an ex-
cellent presentation.

Mr. MUtTER. Thank you, sir.
Mr. AsHLEY. Mr. Mize.
Mr. MizE. Thank you.
Let us face the facts. This amendment is going to irritate the Arabs,

to say the least.
Mr. MuLTE . Well, let's assume that it does.
Mr. MIzE. Right.
Mr. MULTER. Let's assume that it does. It should not. They are

in the wrong, and if I raise mv hand to strike you and that irritates you
to throw up your arm and give me the first punch, you have a right
to do it. So if it irritates them, I say let's assume that it does. It has
no right to because they are in the wrong. But let's proceed with the
assumption that it does.

Mr. MIZE. Has the State Department or the Commerce Department
conjectured on what kind of retaliation the Arab States may take if
we pass this amendment ?

Mr. MULTER. This is what I would be very interested in hearing
from either State or Commerce. They would say to us, "We are
afraid that this is going to cause some trouble, it is going to irritate
them, it will cause deterioration." What is going to happenS

That they have not indicated to us. I do not think they can. I am
willing to take either a guess, or call it a judgment, from them as to
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what would happen if this is enacted. They have not told us. I do
not think they can.

Mr. MIZE. Well, now, I believe it was Congressman Celler who said
that the boycott has forced the American businessman in many in-
stances to choose whether he deals with the Arabs or the Israelis. I
think he said that.

As I understand it, if this resolution is passed, the American busi-
nessman who wished to trade with both the Arab States and with the
Israelis would no longer be able to do so, in that he could not comply
with the Arab import regulations that are set up by -the Arab States.

Mr. MurmER. If the Arab countries should insist on asking him for
a certification or to answer certain questions as they are doing now,
despite the enactment of this statute, then he either violates the law or
ceases to do business with them. But as every witness has said, and as
experience has shown us, whether it be the Hilton chain or the Chase
Manhattan Bank, or any of the other big companies, the Shell Oil
Co., some of the big automobile companies, the Arabs back away when
you refuse to give them the information.

But this is a choice that the American businessman will have to
make. This will be the law of the land, if it should be enacted. He
cannot give the information even if it means foregoing the privilege or
the right of doing business with that country.

Mr. MIZE. If the Arabs were not carrying on this boycott against
the Israelis, would there be any reason for us to tell the American
businessman that he does not have a right to answer Arab import
questionnaires and so forth if we did not like some of the questions
in those ?

Mr. MULTER. I think under the basic statutes that we have enacted
here in the United States, any country, whether an Arab country as
part of a boycott or otherwise should ask any American firm to submit
biographies and insist in those biographies they must indicate where
they were born and what their race was and what their religion is and
that of their parents, and possibly in some instances grandparents, I
would say we have a right to tell the American "Do not answer that.
You cannot give that information to an American here at home, he
cannot ask for that information, we are not going to let you violate
our American law because some foreigner asks you for it."

Mr. MIZE. Thank you, Mr. Multer.
Mr. CaBELL. One short question, Mr. Chairman.
I, too, would like to commend our very able colleague for his very

realistic and dispassionate testimony.
Mr. MLaER. Thank you, sir.
Mr. CAEELTL In the wording of this language, sir, do you deem it

at all possible that it would be interpreted to prohibit normal business
statements as between customer and supplier ?

Mr. MULTER. Oh, no.
Mr. CABELL. I wanted that in the record specifically dealing with

their financial condition, their ability to produce, and that sort of
thing.

Mr. MurLTE. Certainly there is nothing in this which is intended
to disrupt the normal trade between countries and the normal re-
quests that must be answered. Before you extend credit to me, you
have a right to know what my financial status is. You have a right
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to know my obligations and the like. This is proper'to ask, and there
is nothing in this bill which intends to stop anyone from doing that.

You even have a right to ask if I am doing business with some
competitor of yours. I think this is proper. This is asked in busi-
ness channels.

But to go as far as they are going here, the questions they ask, that
is all we are trying to do is to stop the asking of improper questions.

Mr. CABELL. I thank the gentleman for his contribution.
Mr. ASHLEY. Mr. McGrath ?
Mr. MCGRATH. I·have no questions.
I also want to commend Mr. Multer, Mr. Chairman.
Mr. MULTER. Thank you, sir.
Mr. ASHLEY. Thank you very much for your very helpful testimony.
Mr. MuLTER. Thank you all.
Mr. ASHLEY. The subcommittee will continue to sit.
Our next witness will be our distinguished colleague from Cali-

fornia, Mr. Roosevelt.
Mr. Roosevelt, I do not know how you feel about answering the

quoruni call.
Mr. ROOSEVELT. Mr. Chairman, may I say that if our colleague

Mr. Farbstein would like to testify now, I will be happy to answer it.
I was absent, unfortunately, in a rather disastrous period earlier in
the session. I would like to answer it.

Mr. ASHLEY. Mr. Farbstein, if you would care to testify, Mr.
Roosevelt will answer the quorum call and we will be very pleased
to hear from you.

Mr. FARBSTEIN. I, too, must answer the quorum call, so I will an-
swer it and come back. However, I submit herewith, my statement
for the record should I be unable to return.

Mr. ASHLEY. The subconunittee will stand in recess until a quarter
of one.

(Whereupon, at 12:15 p.m., the subcommittee recessed, to reconvene
at 12:45 p.m., the same day.)

AFTERNOON SESSION

Mr. ASHLEY. The subcommittee will come to order. In deference
to our colleague, Mr. Farbstein, who had been waiting to testify for
some hours, without objection his statement will appear in the record
at this point.

(Mr. Farbstein's statement follows:)

STATEMENT OF HON. LEONARD FARBSTEINX A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEW YORK

Mr. Chairman, members of the committee, I appreciate this oppor-
tunity to appear before you in support of the antiboycott amendment
to the Export Control Act, of which I am one of the sponsors.

Last week you heard representatives of the State and Commerce
Departments express their firm opposition to the enactment of this
legislation. The Under Secretary of State, who, on the day he ap-
peared, was acting as Secretary of State, took time from his busy
:schedule, filled with crucial foreign policy problems, to appear here
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and warn you of the so-called dangers of this relatively minor piece
of legislation.

What were the perils of which the Under Secretary and his asso-
ciates in the executive branch warned you ?

They told you that enactment of the antiboycott amendment would
damage our ability to conduct U.S. trade restrictions on Cuba.

They told you that the impact of the Arab boycott on U.S. commerce
would become more severe.

They told you that Israel conducted a boycott of its own.
They told you that American businessmen were disinterested in the

antiboycott legislation.
They told you that the big oil companies opposed enactment of our

proposal.
They admitted that for the past 15 years they were unable to curb

the effects of the Arab boycott in the United States.
-The suggested that American businessmen should learn to live with
boycotts.

And finally, they said that any legislation designed to protect Amer-
ican businessmen from boycotts would be too difficult for them to
administer.

Mr. Chairman, after reviewing the testimony that was presented
here last week, I was astonished at the distortion of the intent of our
proposal that it contained. And I was grieved by the apparent in-
difference displayed by the State and Commerce spokesmen to the long-
neglected interests of American oversea traders.

Mv fellow cosponsors will deal with some of the questionable ma-
terial that was paraded across this landscape last week. I should like
to discuss several of those points.

The attempt to equate U.S. trade controls affecting Cuba with the
restrictions of the Arab boycott was no less than a transparent dis-
tortion. Let me emphasize again, as some of you did last week in
your questioning, that U.S. trade restrictions against unfriendly na-
tions are implemented by the control of American products, services,
and processes. We do not take sanctions against other friendly coun-
tries when they sell their own goods and services to Cuba, China, and
other bloc countries. We only seek to prevent the diversion of our
own.

Even in shipping controls, we only use resources that are ours in
seeking our objectives. Third country shipping that trades with
-Cuba and the bloc is not allowed to carry U.S. Government-financed
cargoes. But they can call at our ports. They can pick up and carry
non-Government-financed commercial cargoes. And they can even
*take on bunkers of il, reduced only by the amount of fuel they use in
their voyages involving Communist ports.

The story you heard here last week was quite different. But what
I have said here are the facts. '

There is a fundamental difference. between our trade controls and
those of the Arab boycott. The Arab boycott seeks to gain its objec-
tives by controlling goods and services that are produced, belong to,
and are originated in other countries. By what right do the Arab
States tell American businessmen where they can sell their goods and
services ? But this is precisely what is happening.
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I am sure there would be little objection in the Congress if the Arab
States chose to place sanctions on American firms that diverted Arab
produced goods and services to Israel. And I doubt that we would be
overly critical if the Arab States terminated their foreign aid to coun-
tries that traded with Israel. We could hardly take exception to such
actions, because they would be comparable to our trade controls.

But we object to the Arab States, or anybody else, questioning us
about where we can trade. And as for Arab foreign aid, we are quite
willing to assume the consequences of failing to qualify for it.

The State and Commerce spokesmen told you that if we blocked
responses to Arab questionnaires our capacity to question foreign com-
panies whom we suspect divert American strategic products and proc-
esses would be limited. Aside from the obvious illogic of this com-
parison, which some of you highlighted last week, it raises serious
question about our capacity to gather information on the diversion of
our strategic materials. They question American firms as to the coun-
tries with which they trade despite the fact these firms do not trade
with Arab countries--in some cases.

Finally, there was another inconsistency in the testimony you heard
last week. The State Department spokesmen contended that our
amendment would interfere with our program of economic denial to
Communist countries, such as Cuba. The purpose of this program, of
course, is to curb Communist penetration. Yet the same spokesman
glossed over a question about the supply of Conununist arms to Egypt
to Cyprus. The arms, he contended, were channeled through Egypt
merely as a matter of convenience. This is not so. They may have
originated in the Soviet Union but were obtained by exchanging
Egyptian cotton therefor. These were Communist arms. And they
were going to a trouble spot.

It would be tempting, Mr. Chairman, to dissect further transparent
testimony that was presented here last week. But let me conclude by
saying that none of it really addressed itself to the heart of our amend-
ment, which is to offer American businessmen some protection from the
harassment of foreign boycotts.

Our amendment is not directed against persons, groups, or govern-
ments. It is not proposed for punitive purposes. And it really would
not be as difficult to administer as the overly modest representatives
from the Commerce Department would have you believe.

What we propose is a necessary and uncomplicated piece of legis-
lation. It is long overdue. And it is high time the Congress
enacted it.

Mr. AsHLry. Our next witness is our very distinguished colleague
from California, Mr. Roosevelt, a principal sponsor of the so-called
antiboycott amendment, which is certainly taking considerable time of
this subcommittee. We are delighted to have you here, Mr. Roosevelt,
and as a principal sponsor, we look to you for guidance and for testi-
mony and will be glad to have you proceed in any way you see fit.
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STATElMENT OF HON. JAMES ROOSEVELT, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF CALIFORNIA

Mr. ROOSEEWLT. Thank you, Mr. Chairman.
Mr. Chairman, may I first say that I have been asked particularly

to state that Congressmen Ryan and Scheuer have asked me to say
that they join in the statement which I will have the privilege of
making to you and also to say that other authors of similar bills who
have not had the opportunity to testify would like to be listed as join-
ing in the statement which I am about to make to you and to members
of your committee.

I do appreciate this opportunity to appear before you again in sup-
port of the antiboycott amendment to the Export Control Act of 1949.
Last week you heard the State and Commerce Department spokesmen
express their opposition to the antiboycott provision. As others have
also testified today, I join with them in disappointment with their
position and their apparent indifference to the just grievances of
American companies which have been subjected to the indignities of
the Arab boycott for the past 15 years.

I feel strongly that they distorted the nature, the purpose, and the
consequences of the antiboycott legislation. Gentlemen, I urge you to
reject their position and to recommend enactment of the antiboycott
amendment.

The State and Commerce witnesses expressed their displeasure with
the Arab boycott. Indeed, when the 'Secretary of Commerce, the
Honorable John T. Connor, testified before the full committee on
Wednesday, May 5, of this year, he said: "Well, sir, I think the Arab
boycott is deplorable." And when Mr. Halpern stated: "As the man
most interested in selling American goods abroad, I assume that you
would like to see these restrictions broken." And the Secretary re-
sponded to that question by saying, "No question about it." But what
words of encouragement-and I, too, have read the record-have I
heard from them with respect to remedial action ?

They admitted that the boycott was fact, but they said that Ameri-
can businessmen must learn to live with it. They propose that Ameri-
can business continue to be crippled. They admitted that for 15 years
they have been unable to erase this interference and harassment of
American business. But worse, they declared that they were unwilling
to do anything about it. In fact, you heard the Commerce Department
witness recommend that American business firms cooperate with the
boycott because if they do not, they may be blacklisted on the basis
of inaccurate information.

Now this, Mr. Chairman, is the ultimate reduction to absurdity, and
it portrays the transparency of the State-Commerce case as it has
been placed before you, and the indifference of those great departments
who are charged with the responsibility of protecting American over-
sea commerce.

The Department of State called for a pragmatic approach to the
boycott problem, but we see from their own testimony that for 15
years a pragmatic approach has meant a do-nothing approach. In
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'-act, they are calling"for the continuation of a gentleimen's 'agreement
that permits the boycott. to inject itself into American foreign com-
merce, and on which the boycott thrives.

Pragmatism never has -been the bulwark of American foreign policy.
I hope that, not only now but always, principle will be its strength.
'There is no pragmatism in Vietnam. There is no pragmatism in
Latin America.. We are not seeking easy solutions to the trouble
spots of the world. We are being urged to commit American re-
·sources and American lives not on grounds of pragmatism but on
grounds of principle, on the grounds of what we believe to be right.
But here you witness the depressing spectacle of the prime architect of
our foreign policy, the State Department, pleading 'for something
less than principle, indeed agreeing that principle is violated, some-
thing less than right, something pragmatic.

This was the best case that they could make against a minor remedy,
and yet an important one, a right'remedy, a principled remedy that
we propose to make available to American traders to end unjust inter-
ference in their commercial dealings.

Mr. Chairman, knowing that you are a student of American history,
we have never failed in the past to take action just because we were
afraid that some group might be a little bit hurt or a little bit, shall
I say, resentful of the fact that we were taking a right action.

The State Department is confronted with problems of great com-
plexity, of real principle, yet. on a day last week when America faced
minternational crises of large dimensions, they took the time of the
Acting Secretary of State to come here for the purpose of summarily
quashing a minor remedy that would help solve an irritating prob-
lem for which they admitted they have been unable to provide any real
relief. Where is their sense of proportion?

And what sort of arguments did they employ? They introduced
a brand of tenuous logic in attempting to demonstrate that there is
little difference between American export controls and Arab boycott
restrictions. This attempted comparison is a gross distortion of the
nature of each-and I am sure that members of this committee will
recognize it.

They told you that American business is not interested in the anti-
boycott amendment, and in fact they almost stated that it is against
it. But what concrete evidence did they provide to support this alle-
gation? All they told you was that the oil companies, which ap-
parently were the only American business concerns that they con-
sulted, would not approve of the antiboycott amendment.

Mr. Chairman, of course the oil companies are disinterested in the
antiboycott legislation, because they are not affected by the boycott,
and because of their close relations with several Middle Eastern states,
they are immune from the boycott, and we all know it. The anti-
'boycott amendment is not designed to protect the interests of the oil
companies. They are strong enough to protect their own interests.
and they continue to have the State Department to assist them in so
doing.

But how can State and Commerce presume to speak for American
business concerns who have suffered boycott interference when obvi-
ously they have not even bothered to consult them? The State and
Commerce representatives did not tell you that early this month
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groups of 'American businessmen called on the Secretary of Com-
merce, the Under Secretary of Commerce, whom I happen to know,
and a Deputy Assistant Secretary of State, to urge their support for
the antiboycott legislation.

I am informed that tomorrow you will hear testimony from repre-
sentatives of American business firms, large and small, who will urge
enactment of the antiboycott amendment.

Are State and Commerce completely indifferent and insensitive to
these expressions of opinion, or do they deliberately choose to ignore
them ?

Mr. Chairman, before concluding my statmeent, I would like to set
the record straight on some points and allegations that were raised here
last week.

It was asserted that the U.S. program of economic denial to Com-
munist countries would be damaged by enactment of our amendment,
because a precedent thereby would be set for government's protecting
their business firms from requests for information from other govern-
ments. Let me emphasize again that there is a world of difference
between the U.S. economic denial program and the Arab boycott.
The Arab boycott preys on goods and services originating and pro-
duced in third countries which in the course of their movement do not
even touch Arab countries. Our program controls the use and des-
tination of specified American goods and services.

Our program is designed to penalize companies in other countries
which have falsified export declarations covering these strategic
American goods and services. Our requests for information are aimed
at identifying these cases of falsification. It is clear that the listed
strategic American items are very much in demand. Therefore it
is reasonable to assume that no foreign company purchasing them in
the United States would object to verifying the validity of their
export declarations. And as for companies who falsify their export
declarations, either they would not honestly answer our inquiries
or more reliable means than their responses would be required to
establish their defalcation.

In any case, I seriously doubt that the State and Commerce De-
partments rely simply on inquiries to private companies to establish
cases of diversion. The two Departments have a widespread and a
well-staffed network of commercial attach6s and economic officers in
our embassies and consulates throughout the world. Certainly this
apparatus, not the inquiries to private companies, is the prime source
of information for our economic denial programs.

The argument of damage to our economic denial programs, which
incidentally was not supported last week by a shred of concrete evi-
dence, sounds like pure sophistry.

It was stated here last week that the enactment of the antiboycott
amendment would have the effect of stiffening the Arab boycot, be-
cause we would be interfering with and challenging a policy they
consider useful. We are not proposing to challenge the Arab boy-
cott, but we do challenge its interference in the American domestic
economy, in its effect on American commercial decisions and practices.
Since when do we cower before foreign sentiments and sensitivities
in asserting the interests of American commerce? And if the State

'Department is overcome by timidity, which it apparently has been
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in this ease, it is clearly the responsibility of the Congress of the
United States to maintain the necessary perspective.

Again, Mr. Chairman, there is no evidence that there would be or
could be any retaliation against American concerns if we take this
proper step.

If the State and Commerce Departments had presented concrete
evidence, it would have disclosed the opposite, I believe, of what they
allege. Accumulated evidence proves that the Arab States use the
boycott as an instrument of convenience. They never have permitted
it to interfere with their economic self-interest. Indeed, when it is
in their economic self-interest, they just pass it up, and they do not
enforce it. It is only when it is not in their economic self-interest
that they enforce it against somebody that they do not feel has some
power to deny the interests of the Arab States themselves. They
never have permited it to interfere, as I have said, in any manner
with their self-interest. And in cases where the boycott has been
challenged, it consistently has been challenged, it consistently has
been bent to the economic self-interest of the countries who practice
it. Challenges to the boycott thus result in its wilting away, and
to their credit, the Arab States do not cut off their noses to spite their
faces.

And therefore any allegation that we have anything to fear in this
line, it seems to me, is disproven by the facts.

It was alleged here last week that Israel had adopted practices
comparable to the Arab boycott. Mr. Chairman, I have carefully
investigated this allegation, and am pleased to categorically deny
the charge and its implications. Israel does not bombard foreign
companies, either here or anywhere else, with questionnaires. Israel
does not require negative certificates of origin. Israel does not require
affidavits as a precondition of trading in that country. Israel neither
inquiries into nor challenges the commercial activities of American
businessmen in any other country. Israel welcomes and encourages
trade and investment, whatever its origin. There are no conditions,
and there are no restrictions. Israel even would welcome the entry
of Arab products, were they available.

What the State Department witness referred to, and what he did
not fully elaborate before this committee, is the recently adopted
Israeli policy of examining the issuance of import permits for prod-
ucts of companies who have capitulated to the requirements of the
Arab boycott. These are companies who want it both ways. They
want to fulfill Arab boycott demands, but they nevertheless wish to
exploit a promising and expanding Israeli market. And so they
have attempted to push the Israelis into what we might call under-
the-table dealing. And I submit, Mr. Chairman, what self-respecting
country could be expected to suffer this sort of indignity? I am
pleased to report that a large American concern in the rubber indus-
try, that until recently had practiced under-the-table dealings with
Israel, now has placed its commercial relationship with Israel above
board.

I believe it would be appropriate at this point to record that after
Canada, Israel, as was I think partially brought out this morning,
is the largest per capita consumer of American goods and services in
the world, and excluding aid granted under the terms of Public Law

.154



REGULATION OF EXPORTS

480-and I think you, Mr. Chairman, included some of those in the
statistics which you gave this morning-35 percent of the American
exports to the Middle East go to Israel.

Nevertheless, potential Israeli consumers of American goods and
services still encounter major problems buying in American markets.
Let me cite two recent cases. An Israeli firm spent 2 years searching
for an American company which would agree to supply- know-how
for a certain industry. After tedious negotiations and numerous
refusals, an American concern finally agreed to supply the demand.
But even now there still is an atmosphere of fear in which the Israeli
purchaser and the American suppher are afraid that any publicity
might endanger the commitment.

In another case, an Israeli concern searched long and hard for a
U.S. know-how which would be supplied on strictly commercial
terms. After many rebuffs, the Israeli company located an American
firm which would agree to supply the demand, but only if the trans-
action were consummated through a dummy American firm in a for-
eign country.

What kind of business are we trying to create here through this
kind of shenanigans ?

Mr. Chairman, may I say that I have not named these companies
for obvious reasons, but if the committee wishes to have them, if I
may under rules of executive session, I will be very happy to supply
them in order that you may go into them on your own.

Such is the poison, it seems to me, that the Arab boycott has injected
into the American commercial picture, and do not forget for a mo-
ment that the main loser is neither Arab nor Israeli, but the U.S.
balance of payments.

The contention was made here last week that the antiboycott amend-
ment would penalize the American businessman and deprive him of
freedom of choice in his Middle East transactions. But what freedom
of choice does he now enjoy ? To succumb to commercial blackmail?
To do business under the table? Or if he is sufficiently great and
mighty, to ignore the unpleasant atmosphere in which less great and
less mighty American enterprises are compelled to operate.

Our amendment is designed precisely to create the atmosphere in
which this freedom of choice might be made. It would dispel the
vague atmosphere of insecurity that has depressed American com-
panies who are anxious to exploit fully their Middle East commercial
opportunities. It would dissolve the pattern of discrimination be-
tween the large and the small, between the veteran traders and the
companies newly venturing into the Middle East market. It would
introduce an element of equality, or real competition among Ameri-
can companies. It would assert the immunity of the American com-
mercial community from third-country embroilments. It would mark
a milestone not in just this particular case but for all countries in the
future to be guided by.

Mr. Chairman, I have here a concrete example of how American
companies may indeed exercise freedom of choice in their cornm ercial
dealing with the Arab States, even while they blatantly and pub-
licly challenge the Arab boycott. Last Sunday, May 16, the New
York Herald Tribune published the last in a series of three articles
exposing the machinations of the Arab boycott in American com-
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mercial life. In the same edition of that newspaper was a special
advertising supplement issued for and purchased by the Government
of Bahrein, and Arab Government that participates in the boycott.
The New York Herald Tribune exercised: freedom of choice. It
published the expos6. and criticism of the Arab boycott and so did
the Government of Bahrein exercise freedom of choice. it purchased
advertising space, rather expensive advertising space, I might say,
in an American newspaper whose editorial position on the boycott
was unequivocal and a matter of record. In this commercial trans-
action, the boycott obviously was an extraneous consideration.

Finally, Mr. Chairman, the Department of Commerce maintained
last week that it would have difficulty administering the antiboycott
amendment if it was enacted. But. I have faith and respect for the
capacity of our great executive departments to find the means of
administering statutes, and what I believe upon examination you
will all agree are simple ones at that, which are enacted by the Con-
gress. If the language of the amendment is imperfect, however, as
was suggested by the Department of Commerce witness, I am certain
that the cosponsors together with the subcommittee can work out
more precise terminology. I have language, Mr. Chairman, ready
that should meet the objections of the Commerce Department, which
I would be pleased to submit to the committee at this time, and I
believe we would welcome the improvement in legislative drafting be-
fore the measure is presented to the House, if it can properly be done.

But I must say that I hope that no changes in legislative drafting
will simply be used to cover up some innocuous measure that will not
result in action on the problem and merely be a pious statement of hope.

Mr. Chairman and members of the committee, I again urge favorable
consideration of our proposed amendment, which I believe to be prac-
tical, to be in the interests of the country, and to be placed upon the
highest ground of good and sound principle.

Thank you very much.
Mr. AsHLEY. Thank you, Mr. Roosevelt, for a most illuminating

statement.
On the first page of your statement you point out that the Depart-

ment of State admitted that the boycott was a fact, which of course it
most certainly is. You go on to say: "But they said that American
businessmen must learn to live with it. They propose that American
businessmen continue to be crippled."

How would your amendment really change this? Your amend-
ment would not change the boycott, would it ?

Mr. ROOSEVELT. The amendment would make it completely im-
possible for the Arab countries or any Arab country to assert the kind
of pressure which they now exercise through their questionnaires and
through their threats upon a company which might, or perhaps might
not, but might even be contemplating doing business with Israel, or
for that matter, at some future time with some other country.

Suppose, for instance, that the three countries who broke off rela-
tionships with WTest Germany were now being told by those three
companies that they must fulfill this condition or they would be told
that if they were dealing with West Germany, that they would not be
able to satisfactorily comply, and the boycott would be used against
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them. So I want-to pboint out that it is'not farfetched'to say that this
is' not' just sobnething'that is an Aral-Israel problem.

Mr. AsHtLEY; We' are talking, however; about companies that seek
to do business 'both with the Arab States and Israel, are we not?

Mr. ROOSEVELT; Well, so farthat iscorrect.
Mr: ASHLEY: The examples you give relate to comrpanies of that sort.
Mr. ROOrEVELT. That is correct. That is where the record now lies.
1' r. AHLEYr. If' your amendment were-adopted and became part

of our Export Control Act law, what would be the position of Ameri-
can business concerns seeking-to do business both with the Arab States
and Israel ? How would their'position be substantively different than
it is'today ? Would you expect other efforts on the part of the Arab
Jeag.ue to elicit information in order to carry out their boycott?

Mr. ROOSEVELT. I would doubt it verynmuch, Mr. Chairman. Once
we make clear to them, as this legislation would, that this kind of third-
party boycott is not looked upon with favor and is completely disap-
proved by the United .States with' whom they have'such important re-
lationships, I would 'think vou' would find that the whole question of
boycott would be rapidly diopped as a means through which the Arab
countries try- to carry on their warfare with the State of Israel.

Mr. AsILEr. Do you think it would be the statement of policy or
the second part of the amendment that/would be so persuasive to the
Arab States?

Mr. ROOSEVELT. I think it' would be both, sir. I think it would 'be
a recognition of the strong' feeling of principle on' the part of the
American Govelnment and its people, and I have found in many, many
instances-as I am sure can be documented many times over-that we
only siiffer in this country when we do not have the courage to stand
up and stand on our principle, and then other countries, one might call
them overassertive countries, take advantage of what they think is our
weakness.

But when they are sure of our strength, they'do not do so.
Mr. ASHLEY. If the statement of policy were adopted but failed to

persuade the Arab League in- pursuance of the boycott with respect
to this colintry, then most certainly it could find other means, could it
not, to elicit the information upon which to implement its boycott ?

Mr. ROOSEVELT. I would not want to reflect on the ingenuity of the
Arab countries.

Mr. Asra~L-. This would be their effort, would it not?
Mr. ROOSEVELT. I doubt it very much, sir. I- doubt it very much,

because we would have closed the one door through which they now
practice this, and I think they would get'the message. But I think if
we only make it a general sense of principle and we do not go to the
practicality of the case directly before us, they would lecognize it as
a weakness,; and therefore the two things must go together.

We must state the principle and we must close the door whichl they
are now using, and I do not believe they will create any other doors in
order to carry it out.

Mr. ASHLEY. Well, if the statement of purpose is not suflicient to
persuade them, then it could be expected, could it not, that they would
seek this information by other means ?

Mr. ROOSEVELT. I doubt it very much, sir, because I think that they
would know that then we would have to take the next step if they tried
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to open another door. They know we would have to take the next step,
and that would worsen a situation instead of creating a better situa-
tion. It would worsen it, because then two doors would have been
closed, until finally they came to the position where there might be real
suffering on their part, and they are not about to do that.

I think you would find it would be dropped right away. If they
have any sense, let me put it that way, they would not open any other
doors once we make it clear by closing the first door that they are now
using.

'Mr. ASiLEY. Mr. Halpern.
Mr. IALPERN. First, Mr. Chairman, I would like to commend our

distinguished witness, our very able colleague from California, on the
incredible job that he did before this committee, refuting in my opin-
ion, every contention made by last week's witnesses who opposed this
legislation.

Now do you not think that our traditional role as an opponent of
restrictive trade practice puts us in an embarrassing and contradic-
tory position abroad if we fail to assert the principle of this legisla-
tion and protect American commercial interests ?

Mr. ROOSEVELT. I certainly do, Mr. Halpern, and I might add to
that that every time we contradict our own proposals, we only create
troubles for ourselves, and I would like to see us now be consistent with
what we all recognize as a sound foreign policy.

Mr. HALPERN. I gather from your testimony that you feel that the
State Department during the last 15 years has been ineffective, to say
the least, in lessening this boycott. Do you feel that this can be done
without the aid of protective legislation such as you propose?

Mr. ROOSEVELT. I think the record clearly shows, and the fact that
they have come up with no other specific suggestions as to how it can
be better done, would indicate that there is only this sound way to do it
at this time, outside of some pious hope, expression of hope, which I
believe is completely ineffective.

Mr. HALPERN. Very simply then does not this legislation raise a
fundamental principle that we should resist any attempt by any for-
eign country to interfere with our commerce with friendly nations, and
since this obviously has not been accomplished through administrative
action, that we must do so through our own domestic laws by es-
tablishing a basic principle for all American businesses to follow,
which, in turn, will then give them freedom to trade with any country
they wish ?

Mr. ROOSEVELT. I heartily endorse your statement, sir and I tlink
that you will find there historical precedent after precendent of doing
just exactly what you have stated, and that this is the declared his-
torical policy of our country, and not to do so now would seem to in-
dicate, it would seem to me, to other countries that we are about to
break away from what I think most Americans would certainly like to
maintain as our policy.

Mr. HALPERN. I was particularly pleased to note that you mentioned
the balance-of-payments aspect of the boycott. Do you see the existing
practice as a step backward to the American balance-of-payments
position where American firms are responding to the opportunities
of exporting and investing ?
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Mr. ROOSEVELT. I would say to my colleague from New York that
I would feel very strongly that the exact opposite is true. We noticed
this morning, in the figures that were brought out, that exports are
slowly rising, but how much greater would be the rise if there was not
this fear.

We have no way, of course, to judge this in dollars and cents, but
we have specific instances where exports would have risen, and there-
fore, if there are those specific instances, we must assume that they
can be multiplied many times and that our exports would increase.

Mr. HALPER-. Right; so you do feel it would help our balance-of-
payments posture if we were to enact this amendment.

Mr. ROosEVELT. We very definitely do.
Mr. ASHLEY. Would the gentleman yield ?
Mr. HIALPERN-. Surely.
Mr. ASHLEY. I think inasmuch as the gentleman from California

raised this point and our colleague from New York has pursued it,
that it is worth noting that we have a favorable net balance of trade
with the Arab bloc nations of approximately a half billion dollars. Our
net favorable balance of trade with Israel is about $130 million.

Mr. ROOSEVELT. I think you make a good point, sir. Maybe it
would be a more favorable balance of trade if we didn't have this fear
that keeps us from exporting and making it more favorable. Thank
you for making the point.

Mr. ASHLEY. I must say tha if you want to assume that the Arab
league is going to roll over and play dead as far as the United States
is concerned, as a matter of fact it is going to engage all the more in
trade with the United States, because of the action whlich you propose,
then I think that the gentleman's point is well taken.

Mr. ROOSEVELT. Mr. Chairman, we are not asking anybody to roll
over and play dead. We are not trying to kill the Arab States.

Mr. ASHLEY. No; I am talking about-
Mr. ROOSEVELT. There is no reason why they can't go on doing busi-

ness with us.
Mr. ASHLEY. By saying "roll over and play dead," what I meant to

say is that there is no indication they are going to cease and desist their
boycott efforts so far as U.S. business firms are concerned.

Mr. ROOSEVELT. Mr. Chairman, then why don't they tweak the nose
of the Chase Manhattan Bank when it tells them to go jump in the
lake ? Because it is in their self-interest to continue to do so and it is
going to continue to be in their self-interest to do so with us. If we
take this proper point they will still do business with us because it is
in their self-interest. But we won't be intimidating the businessman
in America who has a right to be protected by his Government from
this kind of intimidation by a foreign government.

Mr. ASHLEY. Well, not to argue with the witness at all, but I must
say that your contention is valid, it seems to me, only if you assume, as
you do, that the Arab boycott will fall as a result of this legislation,
that the information upon which the boycott is operated will not
otherwise be available. Only then is the gentleman's position valid
as I see it. And if the gentleman is right on that, then most certainly
this legislation should be adopted.

Mr. ROOSEVELT. I agree, and that is my contention and it is my
assumption, and until it is disproven I think it is a fair assumption.
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:Mr. ASHbiLE. Thank yoU, Mr. -Ialpern.
Mr. HA.LPERN. Mr. Chairman, if, as the chairman just suggested, the

Arab league tries to circumvent this legislation ,would that not be clear
.evidence to the Congress that the league has no respect whatsoever
for the wishes of the majority of Americans as reflected in their Repre-
sentatives in Congress?

Mr. ROOSEVELT. I agree with you.
Mr. HALPERN. And we certainly have, if they do flaunt this, other

means within our activities in Congress such as the Public Law 480
program, the economic assistance program, and other means with which
we can properly and adequately deal with this in the future.

Would you not agree, Mr. Roosevelt, that the motivation behind this
boycott is purely political, that there is no economic reasoning with
the application of a tariff, and would you go one step further and
say by inference the United States is accepting association with the
political objective of a foreign nation by not enacting this amendment ?

Mr. ROOSEVELT. I would join the gentleman in his statement com-
pletely, and I think that the fact that when it is clearly in their self-
interest to bow to a resisting company, that it indicates it doesn't have
any basic economic principle that is involved in this boycott, that it
is primarily political and for us to join in helping them in that political
aim it seems to be most unfortunate.

Mr. HALPERN. You feel, do you not, that this should be a matter of
U.S. foreign policy, that this is purely a commercial matter. The
aggrieved parties here are the American businessmen and American
businesses. not the Israelis and not the Arabs ?

Mr. ROOSEVELT. Mr. Halpern, I would say that the American Gov-
ernment has made very clear that it is not our foreign policy, and in fact
it is just the opposite of our foreign policy. Our foreign policy is to
seek a peace and not to do anything that would hinder the arriving
at a peace in the Middle East. And, through this recognition of this
boycott, indirectly we are continuing to support one of the measures
that hampers us reaching that condition.

Mr. IHALPERN. From .your )own examination of this subject and
I want to take this opportunity to commend the witness for his leader-
ship in this field-you have been a pillar of strength to all of us con-
cerned with this obnoxious practice-have you heard from all segments
of American life relative to this amendment ? Have you learned of any
single American firm that has come out against this proposal?

Mr. ROOSEVELT. NO, sir, except that I believe the Department indi-
cated that perhaps some members of the oil industry would not favor
this proposal. I don't know whether that is in the record.

Mr. HALPERN. NO, as a matter of fact -we asked that question of the
witnesses and they said they knew of no such-

Mr. ROOSEVELT. Then we would not like to even impute it to them
because if there were any group that perhaps had a selfish reason to
do this it would be such companies, and in fact the fact that they have
not done so affirmatively I think is very much to be commended.

'Mr. IALPERN. Thank you, Mr. Chairman.
:Mr. AsHLEY. M[r. St Germain.
Mr. ST GERMfAIN. Thank you, Mr. Chairman. I, too, would like to

commend our colleague on-his statement.
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In the arguments presented last week against the legislation, I think
there were three main arguments. One 'was the argument that it
would hamper our relations with the Arab nations. Second, that
perhaps as a result of this amendment, trade between our American
firms and the Arab League or Arab nations would be lessened. And
then a third argument was made, and you bring it up in the last page
of your statement, about the difficulty in administering the antiboycott
amendment.

It seems to me that the amendment is nothing more or less than a
prohibition. It prohibits and it will prohibit in the future an Ameri-
can businessman from filling out and answering such a questionnaire
or providing the other information that is required, is that not a fact ?
and basically all this would require of Commerce upon inquiry would
be a letter in return saying under :this particular amendment to the
Export Control Act, you are no longer allowed to fill out this ques-
tionnaire. Isn't that what it would do?

Mr. ROOSEVELT. Exactly, and actually'I think it is really self-enforc-
ing almost, because it gives a haven to the individual firm, and he will
be enforcing it himself, or she will, whoever is running the business.

Mr. ST GERMAIN. YOU know, Mr. Roosevelt, when I heard that par-
ticular argument stated, and you have brought it up in your statement,
it brought back -to my mind the ARA bill we passed a few years ago,
and I think that was much -more complicated than this would be, and
Commerce took that without any objections. They didn't mention
anything about it being difficult to administer, did they ?

Mr. ROOSEVELT. I have to say to my friend that if he would like to go
over a subject matter that I am about to enter into, which is the
amendment to the Fair Labor Standards Act, if he thinks that this is
complicated, he should look at that. I think that it is obvious this
is very simple, Mr. Chairman. I would propose that if you really
want to make it terribly simple, that we perhaps look into the suggested
amendments that I have which would eliminate the words "restrictive
trade practice." I will leave copies with'the committee.

(The suggested amendment referred to follows:)

PROPOSED CHANGES OF ANTI-BOYCOTT AMENDMENT OF THE EXPORT CONTROL
ACT OF 1949

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled, That section 2 cf the Export Control Act of 1949,
as amended (50 App. U.S.C. 2022), is amended by adding at the end thereof a
new paragraph as follows:

"The Congress further declares that it is the policy of the United States to
oppose [reesrietive e praetieeec or boycotts [fCeeteed er] imposed by foreign
countries against other countries friendly to the United States."

SEC. 2. Section 3(a) of the Export Control Act of 1949, as amended (50 App.
U.S.C. 2023(a)), is amended by adding at the end thereof a new sentence as
follows: "Such rules and regulations shall prohibit, in furtherance of the policy set
forth in the last paragraph of section 2, the taking of any action[e], including the
furnishing of information of the signing of agreements, by any domestic con-
cern[s] engaged in the export of articles, materials, or supplies including technical
data, from the United States which have the effect of furthering or supporting
t[te rHe.iret4ve ~ ade pisetiees ei ] boycotts [fCeenerd eF] imposed by any foreign
country or groups of countries with the purpose of limiting or preventing another
country and a eagainet aestheeF] country friendly to the United States: Provided,
That nothing contained in this sentence shall be construed to authorize the
imposition of any sanction against any business concern in a country friendly to
the United States which is engaged in the export of articles, materials, or supplies,
including technical data, to the United States and to any foreign country [feee-r
ifg er] imposing such [feeriective tr*de pteetieee He] boycotts.
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Mr. RoosEvELT. If there is possibly any part which might make it
rather vague, it is those words "restrictive trace practice."

There might be some argument as to what a restrictive trade practice
was. On the other hand, if we would eliminate that and simply say
that the Congress declares that it is the policy of the United States
to oppose boycotts imposed by foreign countries against other countries,
friendly to the United States, and then make the other conformnning
amendments, you have pinned it down to the boycotts and I think you
have no problem with it at all.

Mr. ST GERMAIN. I wonder about this. You mentioned the oil com-
panies in your statement, and, of course, a chart was presented by the
chairman on the exports and imports with the Arab nations and
Israel. As to the imports, would the gentleman by any chance have
available to him what percentage of these imports is oil ?

Mr. lRoosEVELT. No; but I can secure them for the committee and
will be glad to do so.

Mr. ST GER.MAIN. I wonder if the chairman would allow the gentle-
man to submit those figures?

Mr. ASHLEY. Without objection.
(The information referred to follows:)

U.S. DEPARTMENIT OF COMMERCE,
BUINEss AND DEFENSE SERVICES ADMINISTRATION,

Washington, D.C., May 24, 1965.
Mr. JOHN SCHUTLER,
Officc of Hon. James Roosevelt, Rayburn House Office Building,
Washington, D.C.

DEAR MR. SCHUYLER: This is in response to your telephone request of May 21,
relative to U.S. imports of foreign crude oil from the Middle East countries.

Since talking with you, I have been able to secure both the quantity and
value figures for the year 1964. This will give you complete figures for the
years 1961 through 1964. You will notice I have quoted both the quantity and
value figures in thousands of barrels and thousands of dollars, respectively,
instead of net figures.

I trust the attached chart and data will meet your needs. If there is any further
information you may wish, please do not hesitate to call on us.

Sincerely yours,
E. CRAIG WILTON,

Miscellaneous Metals and Minerals Division.

U.S. imports of foreign crude oil from Middle East countries

1961 1962 1963 1964

Country of origin Quantity Value Quantity Value Quantity Value Quantity Value
(barrels (thou- (barrels (thou- (barrels (thou- (barrels (thou-
in thou- sands) in thou- sands) in thou- sands) in thou- sands)
sands) sands) sands) sands)

Iran .--------------- 21,970 $38,942 19,142 $33,379 22,444 $38,704 24,818 #43, 847
Iraq ------ - 9, 322 20, 489 837 1,995 157 358
Kuwait .-. . ...... 49,651 98, 159 43,761 64,557 32, 108 60,996 --------- ---------

Do ..-. . .... ' 1,748 2,398 18 0 171---.. --- ---.. --.. 23,153 43,770
Arabia:

Neutral zone 2'._ 12, 989 22, 985 11,987 22,075 14,831 28.282 21,160 40, 650

Saudi Arabia.. 24, 210 49, 946 32,298 61,283 35,129 70, 200 37,802 74,178

Total - 119,890 232,919 108,105 183,460 104,669 198, 540 106,933 202, 445

' Country of shipment (country of origin unknown).
'Neutral zone and Qatar, included in import figure for Arabia, in the FT-110 (U.S. imports) and the

FT-125 (U.S. imports).
Source: U.S. Department of Commerce,Bureau of the Census (years 1961, 1962, 1963: FT-IIO, U.S.

imports; year 1964: FT-125, U.S. imports).
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Mr. 'ST GERMAIN. Another point that I find rather disillusioning is
the attitude of the Commerce Department. I don't know if the gen-
tleman is familiar with this, but when Secretary Connor testified on
the extension of the act, he in his statement at one point said that there
was only one amendment that he wanted to address himself to and
that was on I believe the indefinite extension of the act rather than
extending the time served.

Then when I was questioning him, I told him that I was amazed that
he had not addressed himself to this particular amendment that we
were considering before the subcommittee. And he at that time stated
that the Commerce Department had not taken a position. I further
asked him if he were not aware of this and was it not the fact that this
amendment had been introduced in the last Congress and also as of
January of this year, and he at that time said perhaps that was the
case, but nevertheless, they had not formed any policy on that or come
to any definite decision.

And yet, 1 very short week later, they were in here testifying, last
*week, in opposition, and I think that the testimony as the gentleman
brought out in his statement, was rather weak as far as their arguments
are concerned, because if they are going to oppose this amendment-it
has been 15 years now--certainly they should be constructive and
come in with a solution of their own. It seems to me that they are
just--or have been-purposely avoiding this completely. It is like
the skeleton they want to keep hidden in the closet. They agree that
it is horrible, it is distasteful, and yet they don't want to do anything
about it.

Mr. ROOSEVELT. Mr. St Germain, may I just say to my good friend
from Rhode Island that I think that it should be noted by the com-
mittee that when there is a matter which is of great importance, such
as telling the Egyptian Government that we are unhappy about their
burning down the Jolm F. Kennedy Library, or that we are unhappy
with the statements that have been made regarding aid from the
United States, we don't have any question that maybe we will hurt
their feeling when we tell them well maybe they won't get any more
aid until they change their attitude, and say it publicly.

But here, in what is a relatively, obviously, a relatively minor mat-
ter, and used only in a political sense by them, then we suddenly lose
our courage and we are suddenly afraid, and there must be obviously
some work that is being done about this and therefore they don't want
this, but the overall principle is as clear as it can be.

Mr. ST GERMAIN. Once again I would thank the gentleman for his
statement and for his comments in answer to the questions.

Mr. ROOSEVELT. Thank you, sir.
Mr. ST GERaAIN. Nothing further, Mr. Chairman.
Mr. ASHLEY. Mr. Mize.
Mr. MIZE. No questions.
Mr. ASHLEY. Mr. Gettys.
Mr. GErrrs. Mr. Roosevelt, did I understand you to say that this

amendment is in discord with our foreign policy ?
Mr. ROOSEVELT. No. I think the amendment is in accord with our

foreign policy. I think unless we adopt this amendment that our
present course in allowing this kind of thing to happen is in discord
with our well known and well established foreign policy.
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Mr. GETTrrY. I misunderstood you. That is the reason I wanted
the point clarified. Now you say that the intent of this amendment
-is to help the American businessman. How are we going to help
the American businessman by imposing restrictive trade practices on
him? And that is what this bill does. This is the only person that
this affects, I mean the only person upon whom direct restrictions are
placed by this amendment is the American businessman.

Why do you want to restrict the American buisnessman in trading
with whomever he pleases ?

Mr. ROOSEVELT. I think the gentleman completely misunderstood
the amendment. If he will read it, what we are doing is to remove
the restriction upon him.

Mr. GEr'rs. I read it.
Mr. ROOSEVELT. We are making it possible for him to deal with

everybody.
Mr. GETTYS. As I read it, it says "shall prohibit the taking of any

action including the furnishing of information or the signing of agree-
ments by domestic concerns engaged in exports." It seems clear to
me the only restrictions placed by this amendment is upon the Ameri-
can businessman.

Mr. ROOSEVELT. I think you should read further though, sir, and
you will find that what we do is only to say this:

Where a restriction is being placed through this method upon his freedom
of choice.

That is the purpose of the act. That is all that it actually does.
Mr. GETTrS. Show me where it says that. I don't see that.
Mr. ROOSEVELT. I don't have a copy of the bill before me. If I

could borrow one, I would be happy to read it to you.
Mr. GETTrS. I am looking at Mr. Halpern's bill.
Mir. ROOSEVELT. I think you will find, sir, if I can read my proposed

amendment, it says:
The taking of any action including the furnishing of information of the sign-

ing of agreements by any domestic concern engaged in the export of articles-

and so forth-
from the United States which have the effect of furthering or supporting boy-
cotts imposed by any foreign country or groups of countries with the purpose of
limiting or preventing another country and a country friendly to the United
States.

Mir. GErrYS. In other words, you are restricting the American firm
from dealing with whomever he chooses ?

Mir. ROOSEVELT. No, no; we only tell him that he cannot fill out
these questionnaires which would prevent him or any other American
concern from doing business, that is any questionnaire imposed upon
him by a foreign country or group of countries for the purpose of
limiting or preventing the other countries from doing business with
them.

Mr. GFrTTYS. If he wants to meet the requirements of any foreign
country, to trade with them, this bill would prevent the American busi-
nessman from doing it. If he wants to trade with the Arab States

Mr. ROOSEVELT. NO.
Mr. GETTYs. Then you are saying here he can't do it.
Mr. ROOSEVELT. No, sir.
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Mr. GETrYB. Because there is this boycott.
Mr. ROOSEVELT. No; we are only saying that you mnist not give them

information which would prevent you from doing, you or any other
American company, from doing business with Israel or West Germany.

Mr. GETTYS. You are restricting the American businessman under
this bill though, aren't you ?

Mr. ROOSEVELT. No, sir. I think we are freeing them. I think we
are now giving them the knowledge that they no longer can be black-
mailed.

Mr. GETTYS. Well, suppose I am an American businessman. Right
now I can trade with whomever I please.

Mr. ROOSEVEL.T. No, you can't; oh, no, you can't.
Mr. GETTYs. Yes, in accordance with the established foreign policy

of the United States as promulgated by the administration.
Mr. ROOSEVELT. But that isn't the way it has worked as you know.

That is what we are protesting against, because we have allowed the
Arab country to come in and say to you, "You will fill out this ques-
tionnaire, and you will fill it out in a way which is satisfactory to us,
and if it is not, we will not do business with you, if it is proven through
this questionnaire that you are doing business with Israel."

In other words, we are allowing that foreign country to come in and
prevent you from doing business with Israel.

Mr. GErrys. I know, but there are two sides to this coin, though.
You are citing just one instance. Now, you like Nasser better than
I do.

3Mr. ROOSEVELT. Well, I hope I don't. I would like that talen out of
the record.

Mr. ASHLEY. You haven't shown any indication of that.
Mr. GETTYS. But it seems to me like you are asking this committee

to get into a matter of foreign policy which is within the prerogatives
under the Constitution of the United States of the administration,
the executive branch. I still can't understand why this question. this
amendment is brought to this particular bill here.

Mr. ROOSEVELT. For a very simple reason. It deals with the ques-
tion of exports. These companies are in the business of exporting.
The present policies of inaction by the administration, or for that
matter not just this administration but by the executive branch has
resulted in individual American firms not bein gable to do business,
and it is true that up to now the case evidence has to do primarily with
Israel. But we know that it can overnight be extended to West Ger-
many, for instance. We know it could be extended to anybody else.
And, therefore, the time to act is not when the disease has spread.
The time to act is now, to prevent the freedom of choice of American
business not to be blackmailed by any outside country from doing busi-
ness with any country that that American business firm wants to do
business with.

Mr. GE=,Ys. In other words, your amendment says we don't agree
with the administration's foreign policy.

Mr. ROOSEVELT. With the executive branch, sir, I would rather say
because it is not this administration alone.

Mr. GETrrTY. And, therefore, you want the Banking and Currency
Committee, the trade committee, to establish foreign policy. I just
can't go along with that, regardless of the merits of the amendment.
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I don't think this is the proper place to argue this question. It has
to do with foreign policy and I think it ought to be taken through
the regular established channels to establish foreign policy of the
United States.

Mfr. ROOSEVELT. Would the gentleman say that it is not the right
-of Congress, where they see American business people being hurt
by an application of foreign policy by the executive branch, that it
is not the right of Congress to instruct by specific legislation and by
specific measure the executive branch to take action to protect Ameri-
can business?

Mr. GETTYs. I think to declare the sense of Congress is a very proper
thing.

Mr. ROOSEVELT. Not the sense of Congress, sir.
Mr. GETTYs. To direct the President to take such actions I don't

think is constitutional.
Mr. ROOSEVELT. DO yOU think we should abolish the Tariff Act ?
Mr. GErTYs. Do what?
Mr. ROOSEVELT. Should we abolish the Tariff Act? We definitely

come and tell people
Mr. GETTYs. These are recommendations.
Mr. ROOSEVELT. No; they have been more than recommendations.

At times they have been very specific, and they have been within limi-
tations.

Mr. GETTYS. I think what you ought to do, I am not saying that
you have a bad idea here or a good one, but I am saying this: that
it looks to me like you are trying to convince the wrong people.

Mr. ROOSEVELT. I have tried to convince the executive but when I
can't convince the executive I have to go back to the Congress.

Mr. GE'TYS. To adopt your idea on the administration of foreign
policy.

Mr. ROOSEVELT. Can I just say to the gentleman that I think if
he had tried as long and as hard as I have, and I think others on
your committee have tried as long and as hard as we have to get
a change in this, he would finally come back to what I believe is
the right of the Congress. When the executive branch is not per-
forming its duty of protecting the American businessman, that then
we must assert that right and go forward with it.

Mr. GETrTs. Would you have testimony by them that they are not ?
Do they agree with you that they are not performing their duty

by the American businessman ?
Mr. ROOSEVELT. I think they have indicated by their testimony that

they are against the boycott, but they have also indicated by their
testimony, by other testimony which is being presented to the com-
mittee. that they have not been able to do anything about it.

Mr. GErrTs. But do they agree they do not agree that it is hurting
the American businessman ?

Mr. ROOSEVELT. They do not, sir.
Mr. GETTYs. I haven't heard any testimony from Comerce or other

executive officials that it is hurting the American businessman.
Mr. ROOSEVELT. You will hear from the American businessman him-

self. Isn't that better?
Mr. GETTYS. I am waiting to hear from him.
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Mr. ROOSEVELT. I understand Mr. Chairman that they are to ap-
pear before you?

Mr. GETTYS. This is not the proper forum it seems to me to present
this amendment or the idea. I could be wrong. Maybe we are taught
law differently in South Carolina than you are in California.

Mr. HALPERN. Will the gentleman yield for just one point? I will
be very brief. I asked the representative of the Department of Com-
merce, Mr. Giles, when he appeared here last week, if he didn't agree
with me that this was not a matter of foreign policy, that this was
purely a question of U.S. commercial policy. He agreed with me, and
I think it is very important to make that point, since our colleague
seems to constantly refer to the fact that this is foreign policy and
should not be a prerogative of the Congress.

Even the Department of Commerce representatives admitted this is
commercial policy.

Mr. ASHLEY. Senator Javits didn't admit that.
Mr. HALPERN. I think you are taking out of context what Senator

Javits said. He did take the position in answer to my direct question
that it was not foreign policy. You are referring to his statement that
this is a political matter as far as Israel and the Arab States are
concerned. We don't deny that. And, of course, we know we cannot
legislate regarding their own policy affecting their own nationals, but
we certainly can legislate as far as American business is concerned, and
that is just what this bill is doing.

Mr. GETTYS. I would say to my colleague I feel Senator Javits an-
swered me directly that it was a matter of foreign policy. At least
that was my understanding. Mr. Roosevelt has in our exchange ad-
mitted it is foreign policy but said that the administration is not
administering this in accordance with its own foreign policy.

Mr. ROOSEVELT. Would the gentleman yield ?
Mr. HALPERN. I think Mr. Roosevelt meant that it is foreign policy

for the United States to advocate free trade among the free nations of
the world. I believe you are taking any other interpretation out of
the context of what Mr. Roosevelt meant.

Mr. ROOSEVELT. Let me very positively say that after all foreign
policy is not only exercised by the State Department. Foreign policy
is also exercised by the Department of Commerce.

Mr. GE'ITYs. Yes.
Mr. ROOSEVELT. And when a bill comes up to the Congress that deals

with foreign commerce, as obviously export control must deal with
foreign commerce, it comes to this committee. It is assigned by the
parliamentarian. This is the place where it belongs.

Mr. GETrYS. Yes but we have also got involved in this particular
question arguments between two other nations of the world, too, or a
group of nations, in which we want as a nation, as I understand it, to
stay out of it.

Mr. ROOSEVELT. I agree with you, and I am trying to get you to
stay out of it, sir. Now we are in it. We are being used by one side.
Let's not be used by either side.

Mr. GET-Ys. That is a good matter to be determined by the execu-
tive branch, I think.

Mr. ROOSEVELT. I think it is an equally good matter to be deter-
mined by the Congress, sir.
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Mr. AsULEY. Mr. Cabell.
Mr. CABELL. No questions, thank you.
Mr. ASHLEt. Mr. McGrath.
Mr. McGRATI. I have one short question, Mr. Chairman, and I

also commend the gentleman from California. He is much more
knowledgeable about this problem than I am.

I am curious. Are there any domestic antitrust ramifications from
the fact that American companies, I suppose some of them are com-
petitors, have filed these questionnaires with the Arab League? I
don't know just what kind of questions they are asking on the ques-
tionnaire, but it is easy for me to imagine some questions that might
have an anticompetitive effect. Has that ever been looked into, to
your knowledge, sir ?

Mr. ROOSEVELT. Let me just, if I may, say to the gentleman that I
am sure that if this general kind of thing were to be done domestically,
for instance, it would violate the antitrust laws without any question.

It would be a restraint of trade, very clearly. And in answering
these questions as to whether it raises those problems, frankly, I think
Mr. Celler is more of an expert in this field than I am. I am not on
the Judiciary Committee, and I would not think that I was an author-
ity in that area. But I think no one would deny, the Secretary of
Commerce, the Under Secretary of State or anybody else, that what is
being done here is an .attempt to restrict trade, and we have always
said that any conspiracy to restrict trade in the United States is wrong,
and if it is wrong here as an American principle, why should we let
somebody else come in from the outside and impose it upon American
firms?

Mr. GETrrrs. Would the gentleman yield.
Mr. MICGRATH. Certainly.
Mr. GETTYS. Do we have the right, does the United States have the

right to control the trade policies of every country in the world ?
Mr. ROOSEVELT. No, sir.
Mr. GETr-Y. We have the right within the States but can we get into

the internal workings of the trade practices of every country in the
world ? We don't have that right, that duty, or obligation.

Mr. ROOSEVELT. If the gentleman will look at some of the things that
are being done in various areas, I would think that it is pretty well
established that we do do it, when we think it protects American firms
against an injustice.

Mr. GETrYS. Now you are getting into a different matter there, a
different matter entirely.

Mr. ROOSEVELT. That is the whole thing here, an injustice is being
done to American firms. I think we have a duty to protect them.

Mr. GETrYs. There is a different connotation there. This is strictly
I think a matter-I am not defending the Arab countries but I believe
they have got a right to establish whatever trade policies they want
within their own country, just like we do.

Mr. ROOSEVEWLT. But let me state the difference. I would have no
objection, and I don't think you would, from what you have said, if
they just decided that they didn't want to allow any imports from the
United States. That would be clearly their right. I would deplore
it, and I don't think it will ever happen because it is in their best
interests not to do that, but when they turn around to us and simply
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say "Now we want to go further and we will say to you that you can-
not do business with a third country," that is interfering with our
right.

'fr. GrTrrrs. That is when I say let's quit doing business with the
Arabs. I wouldn't do business with them.

Mr. ROOSEVELT. If you go that distance, then don't let them tell
you that we can't do business with Israel or West Germany or some
country in Africa or anybody else.

Mr. GETrxs. You can't tell me I can't do business with Israel.
Mr. ROOSEVELT. Not under this.
Mr. GEmr-s. They say if you do business with Israel, isn't that

correct ?
Mr. ROOSEVELT. That is exactly it.
Mr. GErrYs. I say I am going to do business with Israel and I am

not going to do business with you. I think if we quit trading with
them, they would come around quickly, if the American businessman
refused to trade with them. That is when the Arabs would start
coming around quick, if we quit sending Nasser a bunch of money
and he tells us to jump in the ocean, that is when he will quit talking
that way, when we quit sending the money.

Mr. ROOSEVELT. The gentleman is a little more radical than I am,
but I just have to say to the gentleman I would rather take this step
first and see if it won't be effective.

Mr. McGRATH. I have no further questions, thank you.
Mr ASHLEY. The operative part of this amendment as distinct from

the policy part of the amendment would prohibit action being taken
by an American business concern which would have the effect of sup-
porting restrictive trade practices or boycotts fostered or employed
by any foreign country against another country friendly to the United
States. It would prohibit any action which would have the effect of
furthering or supporting the boycott.

Who makes that determination ?
Mr. ROOSEVELT. In each instance I think it would be the individual

company that would raise the question. If they refused to give it and
they wanted assurance that this was an action of this kind, they would
get that information naturally from the Department of Commerce,
and I see no difficulty in providing them with it.

In other words, if they were going to use this act as a reason for
not complying with this demand, then they would simply have to call
the Department of Commerce and say "Is my refusal justified under
this law."

Mr. ASHLEY. Wouldn't it be true that with this language, particu-
larly "any action," would include a decision on the part of the Amer-
ican business concern when and if faced with the choice of doing
business either with an Arab country or Israel, from making that
decision e

In other words, wouldn't the very act of deciding be prohibited
under the language of your amendment?

Mr. ROOSEVELT. Well, I would say, Mr. Chairman, that that is a
refinement which if you feel strongly about I think perhaps you and
your colleagues can decide as to the necessity of changing it. But my
own feeling is that the important words there are "furnishing of
information or the signing of agreements by any domestic concern:'
and so forth. If you feel that it is too broad to say any action.
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:Mr. AsmHLEY. "Any action" goes much further than 'simply the fur-
nishing of information, because under the language

Mr. ROOSEVELT. The signing of agreements.. Any boycott to be
enforcible' I think we must recognize that the method used has been
the forcing of the furnishing of information, and then the signing
of an agreement, in order that it be clearly enforcible. If in your
good judgment you decide that what obviously we are seeking to do,
here can be done with less confusion by changing the words "any
action" I would like to see the words "or such actions" so that we
won't be to much restricted if they do think up some little gimmick
that isn't the signing of an agreement or the furnishing of informa-
tion which we haven't thought of.

But in general I think that the meaning is clear, and if you worried
about it, I would certainly believe we could reach an agreement on it
very easily.

Mr. ASHLEY. My concern goes to the point that I brought up some
months ago.

In my earlier questioning. It would seem to me that if this amend-
ment is adopted, it would be perfectly possible if the Arab league
chooses to persist in its efforts to boycott Israel, simply to present
themselves to the American businessman and say:

"If you want to do business with us, you cannot do business with
Israel." If the American businessman-well, let me say this. Under'
this language, the American businessman would be prohibited from
choosing in favor of doing business in the Arab countries, because that
would be an act supporting a restrictive trade practice or boycott, that
act of deciding would be an action having the effect of furthering or
supporting restrictive trade practices.

Mr. ROOSEVELT. If it was put to him in the form of a threat, MAr.
Chairman, "W1 e wont' do business with you if we find you doing any
business with Israel"

Mr. ASHLEY. Not a threat, a choice.
Mr. ROOSEVELT. It gives him a choice which is a threat. In other

words he has got to be able to show that this company is doing busi-
ness that way.

.Mr. AsHtLEY. But isn't it true the choice is not prohibited You
can't prohibit the Arab league from posing the choice. What. you can
do is to say to the American businessman, "You are banned from mak-
ing this decision." Isn't that what you are doing-

Mr. ROOSEVELT. I don't believe so, Mr. Chairman. I think that any
American businessman can judge the situation. He can know that the
Arab countries, if it becomes public knowledge through any number
of ways or means of acquiring it that he is going to get less business
from ihis source than he is from this source, and he has to make his
own judgment. But at least he isn't in the position of being forced,
as he is today, to not only give information but to actually sign
agreements. That is their decision on the other side, but why should'
he have to be forced into the position of actually helping the enforce-
ment of an act against himself, against his choice? He has that choice
at any time, and he shouldn't be forced-I mean he should have that
choice, and he shouldn't be forced by the signing of agreements or by
any other act which tends in that direction, and if there is any impli-
cation that he doesn't have the right at any time to choose to do
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business just with the Arabs and not with the Israelis, that certainly
is not intended. That is his choice at the present time.

Mr. ASHLEY. It seems to me that, under the language of your amend-
ment, the effect would be to prohibit any American business concern
from doing business with an Arab country if that Arab country or
the Arab union insisted on the American businessman making a choice
between doing business in-with the Arab league or Israel.

Mr. ROOSEVELT. I think you have raised a very good point. Obvi-
ously this is still a restraint of trade. We are allowing a foreign
government to say to us that they may come in here and, as a part of
doing business with us, say that, "If you want to do business with
us you are prohibited from doing business with other people." Now
what kind of a country would put up with that for very long? That
is an indignity which I don't believe we would ask anybody to put up
with, and our Government should certainly take steps, and if the
executive branch doesn't do it, then I say the Congress has to do it.'

The executive branch hasn't found ways to do it. As you have put
it, I would think it would apply that way, and I would hope it would,
when it was put in that-those blunt terms. But I think if the other
person simply comes in and says: "You know, we are at war with
Israel, and if you want to continue to do business with them, of course,
that is your right. We can't stop that in any way. But obviously we
are only going to do the minimum amount of business we can with
you."

But when they come in and say: "We will do no business with you
because we don't want you to do any business with Israel," that is an
entirely different matter. That is removing the choice.

Mr. ASHLEY. I simply think that, because of the emphasis that has
been put upon the furnishing of information, that it is worthy of
note-and I must say that I expect the gentleman will agree with
me-it is worthy of note that the prohibition here is not against the
furnishing of information alone. It is against doing business with
an Arab country if faced with a choice of either doing business with
an Arab country or Israel, that is the real import, it seems to me.

Mr. ROOSEVELT. If faced with a threat?
Mr. ASHLEY. A choice.
Mr. ROOsEVELT. That is right, and I think you could make it very

clear in the report of the committee that it is not intended that an
American company shall not have the choice to do business with one
side or the other side. That is up to them. But that. they are pro-
hibited from doing it, when the choice is put to them by the other
country in a form of, "we prohibit you from doing business with
another country if you want to do business with us."

That is supporting the boycott.
Mr. ASHLEY. Let me ask you this: Why do you bother with this

language about furnishing of the information? That is all absolutely
beside the point. Once you admit that the real thrust of this is to
prohibit American concerns from doing business with the Arab coun-
tries, if faced with the choice-

Mr. RoosEVELT. If it helps the boycott.
Mr. ASHLEY. Yes, but if that is the purport of the amendment as

we agree it is, then the prohibition against the furnishing of informa-
tion is absolutely academic.

48-042-61---42
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Mr. MIZE. It is academic.
Mr. ROOSEVELT. It isn't really academic because when you know the

method by which the boycott is being enforced, you are very timid
if you don't name it so as to expose it and illustrate how it is being
done. You can't name all because you don't know what other ways
might be taken. But you do know that this is the specific manner
in which it is now being exploited, and therefore I think it strengthens
it to simply say: "Look, we know what you are doing, and this is in
effect it," but you don't weaken it by saying if you think of something
else we have it in the act by words or any act, so that if they think of
something else it will have been taken care of by this amendment.

Mr. ASHLEY. I think your legislative purpose would be strength-
ened if you put the prohibition on the doing of business, rather than
the furnishing of information or the signing of agreements.

Mr. ROOSEVELT. Let me be the last one not to urge you to strengthen
it.

Mr. ASHLEY. Any other questions 8 If not, we thank you very much
indeed for your appearance.

Mr. ROOSEVELT. Thank you, sir.
Mr. ASHLEY. And for your valuable testimony. The subcommittee

will stand adjourned until tomorrow at 10 o'clock.
(Whereupon, at 2:10 p.m. the subcommittee was adjourned, to re-

convene at 10 a.m., Friday, May 21, 1965.)
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CONTINUATION OF AUTHORITY FOR REGULATION OF
EXPORTS

and
AMENDING THE EXPORT CONTROL ACT OF 1949

FRIDAY, ABY 21, 1965

HOUSE OF REPRESENTATIVES,
SUBCOMMITTrEE ON INTERNATIONAL TRADE,

CoMMrrriE ON BANKING AND CURRENCY,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10 a.m., in room 2128,
Rayburn House Office Building, Hon. Thomas L. Ashley (chairman
of the subcommittee) presiding.

Present: Representatives Ashley, St Germain, Gettys, Cabell,
McGrath, Halpern, and Mize.

Also present: Representative Dwyer of the full committee.
Mr. ASHLEY. The committee will come to order.
The Subcommittee on International Trade, meeting this morning,

is for the purpose of eliciting further testimony on H.R. 7105, a bill
to provide for continuation of authority for regulation of exports
and for other purposes.

The statements of five Members of the House, the Honorable John
Lindsay, Charles S. Joelson, Paul J. Krebs, Frank Horton, and
Jacob RI. Gilbert, will appear in the permanent record following
those of the other Members of Congress who have testified, the testi-
mony of Congressman Roosevelt of California.

(The statements referred to follow:)

STATEMENT OF HON. JOHN V. LINDSAY, A REPRESENTATIVE IN
CONGBESS FROM THE STATE OF NEW YORK

Last February I introduced a bill which would put Congress on
record as opposing boycotts by foreign countries against nations
friendly to the United States. When an attempt is made to black-
mail American companies into participating in such a boycott. it is
time for us to do something.

The State Department's failure to take appropriate action really
leaves the Congress with no alternative but to take the initiative. It
seems to me that we must strengthen the hand of our companies by
prohibiting them from engaging in such practices and thus assist
them in resisting the demands which are being made on them.

The problem is, of course, in large measure a problem of the
Middle East. There certain Arab leaders persist in a policy of bel-
ligerence and international blackmail.
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The sooner it is clearly understood that the United States will have
no part of this conduct and that this country is determined to aid the
reestablishment of normal relations in the Middle East, the sooner
will there be an end to the current nonsense.

STATEMENT OF HON. CHARLES S. JOELSON, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEW JERSEY

Mr. Chairman, I wish to urge the adoption of provisions which will
effectively protect American businessmen against participation in the
Arab boycott of Israel. I believe that the Williams-Javits bill, a com-
panion measure to which I have introduced in the U.S. House of
Representatives, will do the job.

It is the stated policy of our Government to promote trade and
encourage exports and anything inimical to such policy should be
removed. Furthermore, we must protect American businessmen
against pressures and harassment which will discourage trade.

The State Department, in its usual diplomatic terms, has character-
ized the Arab boycott as "regrettable" and "unfortunate." Not being
so polite, I characterize it is "reprehensible blackmail on American
business."

Concern has been expressed by some members of this subcommittee
that the enactment of the proposed amendments to the Export Control
Act would result in the Arab States terminating their trade with the
United States. I would remind those who have such misgivings that
we still sell wheat to the Arab nations under Public Law 480. The
Arab States would not be so foolish as to deprive themselves of the
benefits of Public Law 480 by terminating trade with the United
States.

Some members of the subcommittee have also expressed concern that,
by the enactment of the proposed amendment to the Export Control
Act, we would be favoring one "friendly" nation as against another.
The word "friendly" is hardly applicable to the United Arab Republic
which is cuddling up to the Soviet Union, disrupting peace-keeping
activity in the Congo, and whose leader has invited the United States
to "jump in the ocean."

At any rate, the proposed amendment would not favor one nation
as against another but, rather, would insure neutrality so that Amer-
ican business would be free to trade with both Israel and the United
Arab Republic.

STATEMENT OF HON. PAUL J. KREBS, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF NEW JERSEY

I want to take this opportunity of thanking Chairman Ashley and
the other members of this subcommittee for the time and effort being
devoted to legislation concerning our Nation's export policy and
machinery.

I am appearing before this subcommittee as a sponsor of H.R. 4364,
one of the bills which would amend the Export Control Act of 1949.
My bill is one of several House bills introduced- to afford American
business and investors the protection of their Government in dealing
with boycotts by nations with which our Government maintains
friendly relations. Its most immediate effect would be on the Arab
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boycott that has been maintained against Israel during the past several
years.

There are, of course, those who maintain that the boycott, aimed at
private American business dealings with Israel, is inoffensive because
it has not been entirely successful in drying up trade with Israel and
that adoption of measures against the boycott would harm our Govern-
ment's friendly relations with one of the parties to the dispute. But
I maintain that to leave Americans at the mercy of such a boycott is
an empty gesture of good will to a nation that will merely shout in
louder denunciation of the free-trade principles which our Government
has sought to foster in recent decades.

It is generally recognized that our Government has maintained an
attitude of friendliness not only to the State of Israel but to the Arab
nations as well. And I am therefore confident that enactment of legis-
lation such as mine would not be necessarily construed as an unfriendly
act to those nations participating in the boycott against Israel. Our
Government must make its position undoubtedly clear by enacting an
amendment that will nullify effects of a boycott against Americans
not only by current detractors but by any other nation that would
attempt to place obstacles among trading nations friendly to our
Government.

I understand that one source, the business international, has placed
the number of American firms affected by the boycott at over 150.
At a time when the administration, and indeed Congress, is coura-
geously trying to deal with the so-called gold drain, it would appear
that these 150 or more firms would be afforded an opportunity of
selling American goods abroad which would have the effect of reducing
foreign-held claims to American gold.

It is not enough to say that adoption of this amendment would
somehow have a pragmatic effect on our own Government's economic
denial programs against such countries as Red China, Cuba, and
North Vietnam. There should be no doubt that our country's foreign
policy is one of encouragement for trade among friendly nations.
Both Israel and Egypt are nations with which we maintain friendly
relations. Adoption of this amendment would merely remove any
shadow of doubt about our Government's position and at the same
time would strengthen the practical application of our stated objec-
tives of free trade among our friends. This amendment would
prohibit American firms from supplying the information demanded
by a boycotting nation and would therefore place all of our American
firms on equal footing. None would have to kowtow for fear of
alienating prospective markets. All would be equally defended in
their inability to cooperate in a scheme to disrupt the American
Government's policy of encouraging trade among nations friendly to
our country.

The possibility that less reliable information would be used against
American firms would indicate a weakness in our Government's
adherence to principle, and I for one cannot agree that since black-
mail may be continued under a sloppier fashion we should hence
withdraw from attempts at ending the despicable practice.

Regardless of how one looks at this obnoxious boycott against
Israel, it is a challenge to our Government's determination. VWe
must continue to widen trade among nations of the world. 11We
cannot do less than insist on it among our friends.
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STATEMENT OF lION. FRANK J. HORTON, A REPRESENTATIVE IN
CONGRESS FROM TIE STATE OF NEW YORK

Mr. Chairman, I want to express my appreciation to you and the
members of your subcommittee for this opportunity to present my
views supporting H.R. 7863 to amend the Export Control Act of
1949. This amendment is a proposal for the protection of American
business by the opposition to restrictive trade practices or boycotts
fostered or imposed by foreign countries against other countries
friendly to the United States.

It is certainly true that American exporters are not immune to the
effects of restrictive measures placed on the trade of countries with
which the United States maintains friendly relations. The fear
evolving from the Arab demands in connection with Israel trade is
the example which this legislation is introduced to correct. The
central Arab boycott does not only serve to restrict Israel trade,
it affects all companies engaged in business in any manner with
Israel'; thus, it affects businesses of our country by inflicting restric-
tions, pressures, and threats. The restrictions are on the trade of our
business firms. The pressures are created by questionnaires which
companies must complete, information from which can be used to
blacklist them. And, the threats are not only of placement on such
a list, but also of the extinction of our right to trade freely with
countries with which we are friendly.

To continue to recognize such a boycott is to recognize the strife
between Arab States and Israel, of which it is a product. Also, it
represents continuing acceptance of the methods it employs-inter-
rogation, pressures, threats. Most important, failure to immunize
American businesses from such restrictive trade practices and boy-
cotts would be a failure to protect their rights.

Thus, for the protection of the rights of U.S. citizens and for the
protection of our' entire system of international commerce, I urge
your most careful consideration of the proposed amendments to the
Export Control Act.

STATEMENT OF HON. JACOB H. GILBERT, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEW YORK

Mr. Chairman, thank you for this opportlnity to address the com-
mittee in support of my bill, H.R. 6823, and similar proposals; to
amend the Export Control Act by opposing restrictive trade practices
or boycotts imposed by foreign countries against other countries
friendly to the United States.

Our proposed antiboycott legislation clearly is designed to protect
American exporters from trade restrictions and boycotts arising from'
disputes among third countries with whom the United States main-
tains friendly relations. The proposal is aimed specifically at the
Arab boycott which establishes special conditions for trading, by
interrogation or threat. American companies active in Middle East
commerce have been subjected to practices which would be considered
irregular in the normal course of international trade. These prac-
tices include various processes of interrogation, unusual requirements
for affidavits and certification of commercial invoices, and outright
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threats. Some American firms have rejected these practices. But
unfortunately, others have complied. Still other American com-
panies have either curtailed their Middle East trade, or have hesitated
ully to exploit potential Middle East markets for their products and

services.
American firms have been victimized by this practice; our amend-

ment would assist them to defy the intimidation of the Arab boycott.
There is nothing unusual about a government attempting to protect
its businessmen from inquiries of foreign governments. Our proposal
would build a "legislative wall" behind which the besieged U.S. busi-
nessmen could take up a position when boycott pressure is used, and it
could provide a basis for governments to refuse to furnish such infor-
mation and to forbid other nationals to do so.

This agreement among Arab nations to boycott Israel, Israeli goods
and all companies engaged in business arrangements, direct or indirect,
with Israel, has existed for 15 years, and during these 15 years the
Arabs have tried to involve third parties, like American businessmen,
in their economic war against Israel.

To coordinate this activity, the Arab countries created the Central
Arab Boycott of Israel Office, located in Syria. This office continues
to wage a war of pressure on foreign companies that do business in the
Arab world and to prevent their doing business with Israel. It has
demanded from American businessmen answers to a detailed question-
naire relating to their commercial trade and practices; this informa-
tion is used then to determine whether the company goes on the "black
list." When our companies have refused to yield to this blackmail,
they have been denied a market in the entire Arab world. They
should not be made to suffer such economic discrimination.

Listen to this boycott list of reasons for blacklisting a foreign firm:
maintaining main or branch factories in Israel; maintaining assembly
facilities in Israel; maintaining general or main offices for Near East
operatons in Israel; letting Israel companies use your name or trade-
mark; holding shares in israel companies; maintaining know-how
agreements with Israel; not answering the boycott questionnaire;
representing an Israel company; promoting or selling products made
in Israel; belonging to oversea Israeli chambers of commerce.

The Arab boycott has obstructed foreign investment in Israel. It
has succeeded in making Arab-Israel peace more remote. The Arabs
will not admit that they are hurt by their insistence on a state of war
with Israel; the Israeli do admit it: they want and need peace. The
boycott impedes logical trade relationships between Israel and the
Arab States, slowing Arab economic development and endangering
Israel's economic security. The boycott prohibits free transit of peo-
ple and literature. It discourages the exchange of ideas, breeds fear
and distrust, and widens the gap for compromise and peaceful exist-
ence on both sides.

The Democratic and Republican platforms of 1960 pledged action
against the Arab boycott and that year Congress adopted an amend-
ment to our foreign aid program which provided that aid should be
withheld from any country which persisted in boycotts and blockades.
The amendment was supported by President Johnson and the late
President Kennedy, both then Members of the Senate. It was adopted
over opposition of the State Department, which feared, as today, that
such legislation would be counterproductive.
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It seems that everyone deplores the Arab boycott, but unfortunately
the administration expresses concern over restrictive trade practices
and boycotts between countries which are friendly to us; but opposes
our amendment on the ground that it would weaken American effort to
enlist other governments in our program of economic denial against
Communist China, Cuba, North Vietnam, and North Korea, and on
the grounds that it would challenge the Arab States to intensify their
boycott rather than end it.

Yielding to blackmail, and cooperation with blackmailers, only
makes it more difficult to extricate oneself. West Germany delayed
far too long and as a result when she did recognize Israel, 10 Arab
States retaliated by "breaking relations." On the outset, Nasser threat-
ened that he would recognize Communist East Germany if Bonn rec-
ognized Israel. But only 2 of the other 12 Arab States were willing
to follow him, and Nasser had to back down.

The Arab boycott is directed at businessmen all over the world.
There is nothing to stop them from such activities on their own soil;
but conduct of Arab economic warfare on American soil should not be
tolerated. By refusing to comply with boycott demands, small Ameri-
can business firms would have a Government export regulation to pro-
tect them if our amendment is approved. It would immunize Ameri-
can exporters of goods from involvement in foreign boycotts; it would
protect our legitimate American business interests in foreign markets.
It would contribute to export expansion and trade promotion and
would assert our determination and intention to trade where we wish
and in markets where there is demand for our American goods and
services.

A united front of defiance would cut down the deceit and the distrust
which the boycott has bred. We might ask: How can the vulnerable
businessman defy the boycott when the most powerful govermnment in
the world, which should be his protector, does not protect him . The
State Department, which is thelogical agency to consult when there is
threat from a foreign government, has failed to act forcefully to
defend U.S. businessmen.

There is an erroneous notion that the U.S. practices trade restrictions
similar to this boycott with respect to Communist countries. In our
export regulations we control the utilization of only American
products and resources. We do not presume to unilaterally control
products originating in a third country. This is contrary to America's
sense of "fairplay" in world trade. In the amendment before us, we
seek fairplay and government protection for our American companies
operating overseas. The purpose of the antiboycott legislation is to
neutralize the effect in the United States of the Arab boycott and any
comparable restrictions that may originate elsewhere on American
firms by blocking the sources of information on which the restrictive
practices thrive. The provisions of the bill afford a measure of Gov-
ermnent protection to companies who desire to invoke it.

The restrictive remedy in the antiboycott legislation would provide
equal treatment for all American companies. Some American firms,
because of their stature, resources, or strong competitive position, are
able independently to resist Arab boycott pressures. However, there
are other U.S. companies who consider themselves in a less favorable
competitive position, and who therefore feel compelled to comply with
requests for information from the Arab boycott organization.

Our Government should establish its opposition to this harassment
and pressure against American firms and oppose any such trade prac-
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tices which are designed to intimidate countries friendly to the United
States.

Passage of this important piece of legislation will provide long over-
due protection to American firms engaged in foreign commerce. I
strongly commend it to you for your favorable consideration.

Thank you, Mr. Chairman and members of the committee.
Mr. ASHLEY. Our first witness this morning is Mr. Irving Fain, of

Providence, R.I. I would ask our good associate colleague, Mr. St
Germain, if he would be good enough to introduce Mr. Fain.

Mr. ST GERMAIN. Thank you, Mr. Chairman.
I appreciate this opportunity. In view of the fact that as Mr. Fain's

introductory paragraph states, he is a lifelong resident of Providence,
R.I., and I would say that Providence and Rhode Island are the bene-
ficiaries of his being, since he has contributed a great deal to our
community and our State over the years. Mr. Fain is engaged in a
number of businesses, many of which are on the international level
and I am certain that his testimony here this morning will contribute
a great deal to our knowledge of what the businessman is exposed to
and the import of this particular boycott. It is with a great deal of
pleasure that I do welcome our friend and constituent to the committee
hearings.

Mr. ]F aIN. Thank you, Mr. St Germain, for your introduction.
Thank you, Mr. Chairman.
Mr. AsHLEY. Mr. Fain, we may as well fill out the panel that will

be testifying, so before you begin your testimony, if we may, we will
call on our colleague, Congressman Cabell, from Texas, to introduce
his constituent.

Mr. CABELL. Thank you, Mr. Chairman.
It is my extreme pleasure to present to this subcommittee a very

dear constituent of mine from Dallas, Tex., Miss Eva Bramlette, who
with her late sister built a very nice import business and wholesale
business in our southwestern market.

Miss Bramlette.
Mr. AsHLEY. Also as members of the panel are a number of distin-

guished personages. My good friend, Mr. Maxwell Rabb, formerly
official of the previous administration; Mr. Parke TW. W. Masters,
Mr. Edward Dreyer, AMr. James J. A. Gallagher, Mr. Robert W. Arm-
strong-

Mr. FLAGG. My name is Flagg. I am representing Mr. Armstrong-
Frank D. Flagg.

Mr. ASHLEY. Mr. Harold Glasser, Mr. Aaron W. Weinstein, Mr.
Joe Jacobson, and Mr. William A. Shea.

Mr. GALLAGHER. Mr. Shea will not be here this morning, Mr. Chair-
man. I am appearing in his stead.

Mr. AsHLEY. Thank you, Mr. Gallagher.

STATEMENT OF IRVING JAY FAIN, AMERICAN ISRAEL PUBLIC
AFFAIRS COMMITTEE

Mr. ASHLEY. Mr. Fain, we are happy to have you and the others
on this distinguished panel and the testimony you will give before
this committee.

Do I understand, Mr. Fain, that you have a prepared statement ?
Mr. FAIN. Yes, Mr. Chairman, I have a prepared statement and with

your permission, I would like to file it for the record which will permit
me to speak more informally and to respond to questions.
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Mr. AsHLEI. That is fine. It will be received for the record.
Mr. FAIN. As Mr. St Germain has said, I am a businessman. I have

-been in business for 38 years, a good deal of it in international trade.
My representation here is in behalf of the American Israel Public
Affairs Committee, which is a national organization devoted to im-
.proving the relations between the United States and the country of
Israel.

This organization has gone on record officially in favor of these
pending bills through a letter from Rabbi Joachim Prinz, who is
the acting president of the Conference of Presidents of Major Ameri-
can Jewish Organizations. This includes 20 of the large national
Jewish organizations of all types, secular and religious. With your
permission, Mr. Chairman, I would like to submit for the record a
copy of the letter which Rabbi Prinz has sent, -together with a type-
written list of the 20 national organizations for which he was speaking.

Mr. ASHLEY. We will be happy to have that in the record.
(The documents referred to follow :)
CONFERENCE OF PRESIDENTS OF MAJOR AMERICAN JEWISH ORGANIZATIONS,

New York, N.Y., May 12,1965.
'Memorandum to: Members associated in the President's Conference.
From: Yehuda Hellman.

Please be informed that on April 28, Rabbi Joachim Prinz has sent the
attached letter to-

1. Representative Wright Patman, chairman, House Banking and Currency
Committee, House Office Building, Washington, D.C.

2. Senator A. Willis Robertson, chairman, Senate Banking and Currency
Committee, New Senate Office Building, Washington, D.C.

APrn 28, 1965.
DEAR SENATOR (OR REPRESENTATIVE) : On behalf of the Conference of Presi-

dents of Major American Jewish Organizations, I wish to express our unqualified
endorsement of the proposed antiboycott legislation (S. 948) (H.R. 627 and
companion bills) now pending before your committee.

We are convinced that the legislation will contribute effectively to the pro-
tection of American business firms -from the restrictive -effects of foreign
boycotts.

We understand that hearings on the legislation are tentatively scheduled for
the month of May. We request that our position on the legislation be made
part of the permanent record.

Sincerely yours,
JOACHIM PRINZ.

CONFERENCE OF PRESIDENTS OF MAJOR AMERICAN JEWISH ORGANIZATIONS

American Israel Public Affairs Committee.
American Jewish Congress.
American Zionist Council.
American Trade Union Council for Histadrut.
B'nai B'rith.
Central Conference of American Rabbis.
Hadassah.
Jewish Agency for Israel-American Section.
Jewish Labor Committee.
Jewish War Veterans of the United States of America.
Labor Zionist Movement.
Mizrachi-Hapoel Hamizrachl.
National Community Relations Advisory Council.
National Council of Jewish Women.
National Council of Young Israel.
Rabbinical Assembly.
Union of Orthodox Jewish Congregations of America.
Union of American Hebrew Congregations.
United Synagogue of America.
Zionist Organization of America.
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Mr. FAIN. Please do not be surprised if I begin my testimony not
-by talking directly to the matter of a trade boycott imposed by a-sec-
ond foreign country against a third foreign country. But let me start
with what seems to be a strange hypothetical situation. Suppose
American business firms who are engaged in international trade were
to begin receiving letters either from the government or from busi-
ness firms in the.Union of South Africa with questions which I shall
now read:

Do you have any nonwhit-eemployees in your company? If so, how many and
what are the positions held by them?

..Are there.any nonwhites on your board of directors as members ?
Are any of your managers or branch managers nonwhites? If so, please give

-the name of the department headed by such a man.
Is any of the persons authorized to sign on behalf of your company a nonwhite?

-What is the number of nonwhite laborers in your factories and offices ?
Do you have any nonwhite owners?

Well, we can imagine what American businessmen would feel upon
receiving this. Some of them who went to the agencies of our Govern-
ment for. response would probably be. told. to respond-very -simply. that
the laws of the State of Rhode Island, for example, and of the United
States just prohibit any activity that is discriminatory onl the basis of
race, color, religion or national origin and that certainly the names
-of stockholders are not necessarily. public record and if- they -were, they
are not identified by skin color or religion.

This sounds like an extreme example, Mr. Chairman and members
-of-the committee,-but -actually,-this is a practically verbatim transcript
of a letter which has been sent out.to.firms inEurope and which,.until
recently, has been sent out to firms in the United States. The one
-difference is that the original letter uses the word "Jew§s' and'I have
substituted the word "nonwhites."

Let me take another example not connected to the boycott. It con-
cerns a friendly country, the Philippines. About a month ago, the
Philippine Government, by official action, began .asking American
shippers of goods.to the Philippines .to supply to .the Philippines.a
copy of a document which is verv common in international trade in
this country, a U.S. Government document called the Shippers Export
Declaration. This is it, Mr. Chairman and members of the committee.
It is form 7525-V and in the upper right-hand corner is "confi-
:dential." On this are given the usual facts. of the transaction, the
quantity, the description and the price, filed with the U.S. customs.
-When the American shippers began receiving requests for this docu-
ment, for authenticated copies of this document, and being able to read
English and seeing the word "confidential," they refused to supply it.
'So they went to the U.S. Government and asked them what shall we
do?

The U.S. Government told them what to do. The Bureau of the
Census said "You are not permitted to do it," and so they did not do
it. So a few days ago, I have been advised, the Philippine Govern-
ment has withdrawn this requirement. So, Mr. Chairman. I would
like to enter as an exhibit a copy of U.S. form 7525-AT, the Shipper's
Export Declaration and I would also like to enter as an exhibit the
form letter of the U.S. Department of Commerce, Washington, D.C.,
FTSR Letter 1No. 17.

Mr. AsmrLEY. Without objection, it will be received.
(The documents referred to follow:)
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U.S. DEPARTMENT OF COMMERCE,
BUREAU OF THEE CENSUS,

Washington, D.C., April 19, 1965.
FTSR Letter No. 17.
To: Collectors of Customs, Department of Commerce field offices, exporters, and

others concerned.
From: Bureau of the Census.
Subject: Philippine requirement regarding shipper's export declarations.

The Philippine Government has recently issued a directive to the effect that
shipments reaching the Republic of the Philippines on or after June 1 must be
accompanied by an authenticated copy of the shipper's export declaration or
by an unauthenticated copy duly notarized as being a true copy of the copy
filed with customs. The Philippine Government has been advised that its
directive is in conflict with U.S. policy and regulations, and we anticipate that
the American Embassy in Manila will be able to obtain withdrawal of the
Philippine requirement before its effective date. In the meantime the attention
of U.S. exporters and all customs personnel concerned is directed to section
30.91 of the Foreign Trade Statistics Regulations, which strictly limits the
issuance of authenticated copies of shipper's export declarations to those which
are needed by the exporter for officially approved purposes of the U.S. Gov-
ernment. Further. this section states that the supplying by exporters of any
copies of, or information from, shipper's export declarations for unofficial pur-
poses is considered detrimental to official objectives and is not permitted.
It is suggested that exporters who are requested to furnish copies of their
declarations inform Philippine customers that this order cannot be complied
with, so that the customers will be in a position to communicate with their
Government regarding the need to have the Philippine order withdrawn.

AUDREY RATCHFORD,
Acting Chief, Foreign Trade Division, Bureau of the Census.

Mr. ASHLEY. Do you have copies of the letter which the Arab
States have been sending out to which you alluded a moment ago?

Mr. FAIN. The one I referred to before asking if members of the'
firm are Jews, et cetera ?

Mr. ASHLEY. Yes.
Mr. FAIN. I can have that submitted to you perhaps within a few

days, Mr. Chairman.
Mr. ASHLEY. It will be much more relevant, as a matter of fact,

than the questionnaire we have just admitted to the record. I do not
see much point in having the one in the record without the other.

Mr. FAIN. Yes.
(The document referred to follows:)

PETROLEUM SPECIALTIES, INC.,
Ne~w York, N.Y., April 21, 1961.

To: Mr. R. I. Wishnick, Witco Chemical Co.
On request of Mr. Schindler's secretary, please find enclosed herewith orig-

inal of letter from the Commissioner General for the Boycott of Israel, League
of Arab States.

This letter was not answered.
A copy of the letter was sent to Senator J. Javits, Washington, D.C.

C. A. HELLEB.
CAH: dak.
cc: Mr. G. Schindler.

"DEAR SIR: AS you are aware the Arab countries are in a state of war with
Israel and for this reason we are making an economical [sic] siege around
Israel. This siege is administered by a special control and investigation office
with members of all the Arab States.

"An officer in said office visited us today and requested that following infor-
mation be supplied about your company:

"1. Do you have any business relations with Israel, whether you sell your
products there and name of your agent and address?
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"2. Do-you import any materials whatsoever, raw materials or parts
from which your products are made, from Israel?

"3. Do you have a branch factory or utilizing any of your capital in
any factory in Israel?

"4. Is any part of your capital paid by Israelites; if yes what is the
amount of said part?

"5. Do you have any Jewish employees in your company; if yes how
many and what are the positions held by them?

"6. Are there any Jews on your board of directors as members?
"7. Are any of your managers or branch managers Jews; if yes please

give name of the department headed by such a man?
"8. Is any of the persons authorized to sign on behalf of your company

a Jew?
"9. What is the number of Jewish laborers in your factories and offices?

"We have been requested to give full detailed answers to each of the above
questions but as we do not know each information, we are now writing this
letter to you for being kind enough to give the required information so that
we pass your letter to the Economical Siege of Israel Office, on your behalf.

"Your reply is to be please in two copies and signed by the chairman of the
board of directors.

"We advise you to give accurate and frank information because of any differ-
ence between your answers and the information the Government office may
obtain by investigation will create legal complications."

Mr. FAIN. I will say to you, sir, this letter has been reproduced in a
booklet which is available. It appears on page B-4 of the special
survey of the Near East report entitled "The Arab Boycott Involves
Americans."

Mr. ASHLEY. Will anybody be able to submit that for the record ?
We are familiar with the doculnent. It is just that I want the record
to have it.

Mr. FAIN. That will be submitted, sir.
(The document referred to follows:)

THE RELIGIOUS QuESTION

Arabs have learned that Americans resent questions about the religion of their
employees or officers. So, in recent years, they have limited themselves to
inquiries about affiliations with pro-Israel organizations.

However, throughout the rest of the world, the Arabs are still unafraid to
use the word "Jew" in their questionnaires. The Dutch firm Verkoopkantoor
Van der Heem, N.V., was asked to answer these questions:

"Do you have any Jewish employees in your company? If so, how many and
what are the positions held by them?

"Are there any Jews on your board of directors as members?
"Are any of your managers or branch managers Jews? If so, please give name

of the department headed by such a man.
"Is any of the persons authorized to sign on behalf of your company a Jew ?
"What is the number of Jewish laborers in your factories and offices ?"

Mr. FAIN. This experience with the Philippines has just come to a
head in the last few days. 'We may think this is unique but it. is not.
In October of last vear the same thing happened with the Government
of Ecuador. The U.S. Government refused to allow the shippers to
supply a copy of the document; the Ecuadoran Government withdrew.
I want to point out the motives were apparently laudable; they were
not intended to interfere with international trade; they were not in-
tended to impose any burden on American businessmen; they were not
intended to threaten any businessmen; there was no suggestion of boy-
cott.. They were not told, either you do business with this country or
that coulltry, but not with both.
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The same thing also happened some years ago in Cuba? "B.C.," if I
may use that expression to refer to "before Castro." Again the Cuban
Government for an apparently laudable motive asked the American
shippers to supply the export declaration so the Cuban authorities
could have information on the boycott members; again the Commerce
Department said "No." The Cuban Government backed down.

But let's take the situation in the Philippines, which is certainly a
Government friendly to the United States, and let's explore it a bit
more.

Suppose the Philippine Government did not ask just for this simple
shippers' export declaration, which is a very modest document and
takes very little trouble to fill out and very little effort to make a photo-
copy of, which is not permitted by U.S. law-and they began asking
them other questions. Suppose they asked them questions with which
you gentlemen are already familiar from yesterday's testimony, saying
"Look, if you people do business with Japan, you are not going to do
business with the Philippines and we want you to answer a lot of ques-
tions. Do you own any stock in Japanese companies; do you use any
Japanese parts in your goods; will the ship that carries goods here
stop at a Japanese port, et cetera ?"

And they put American producers on notice that either they had to
do business with the Philippines or with Japan; that is, if the Philip-
pines could find out about their business dealings with Japan. And
suppose these harassed American businessmen came to the same Gov-
ernment agencies, Department of Commerce and Department of State,
and said "W7hat shall we do ?" I think you gentlemen know that based
on the answers that have been given for the past 13 years, since 1950,
the U.S. Government would tell these people, "rWe are very sorry; we
deplore the boycotts. Boycotts are bad things; they are contrary to our
principles of expanding international trade; they are harassment; we
do not like them, but there is very little we can do except to work in
diplomatic channels. And as far as telling you whether to respond to
these questionnaires and sign these agreements of what you will or
will not do, this will be up to you."

This is a very strange situation. On the one hand, the U.S. Govern-
ment talks to an American businessman and tells them if a foreign. gov-
ernment or group of foreign governments asks you for a very simple
document without intending to harass you and disturb your business
relations with other countries, you must not give them the information.
But if the foreign government or one of its agencies or a group of
agencies or governments comes to you and asks you much more per-
tinent questions and asks you to sign different documents which, in
effect, force you to choose between doing business between one country
or another, then the U.S. Government does not tell them that-it does
not under law have the right to say "No, you may not answer these ques-
tions or supply these documents.' And this, I submit, is the heart of
the logic and the need for the antiboycott amendment that. is now un der
consideration.

Now, the members of the administration who have written and testi-
fied before this committee have used the word "pragmatism." They
say we have to go at it in a pragmatic way and work it out on a case-bv-
case basis. I say: All right, let's be pragmatic. Pragmatism is one of
the earliest and most elementary rules of ethics to determine whether
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a course of action is wise and moral, on the simple test of what would
happen in our world if such a course of action were followed generally.
So, let's do a little imagining beyond this supposed case of the Philip-
pines and Japan and a situation which of course we do not want to
happen and we hope will not, but %which we are just assuming, the case
of cross-boycotting between Japan and the Philippines.

You can imagine all kinds of such situations happening in the Far
East. You can imagine this situation happening between Japan and
Korea, between Japan and Taiwan, between Taiwan and Hong Kong,
between the Philippines and Indonesia, between the Philippines and
Maalaysia and Indonesia. The list is almost endless.

Suppose it were to happen. Can you imagine the chaos, and
"chaos" is certainly a mild word. The shipping lines could not run
a ship the way they do now, which usually is Japan, Korea, Taiwan.
Manila, Hong Kong. They would have to run double and triple and
perhaps quadruple routes to the Far East with consequent higher
costs and poorer service. And think of the poor businessman, and
I am not crying "crocodile tears" for the poor businessman just be-
cause I happen to be one by profession. This is one time we could,
if it were to happen, truly sympathize with them. Just imagine the
questions he would have to ask himself as he ships to the Far East.

"Does this soap which contains coconut oil come from copra, which
copra came from--do we know? From the Philippines or from
where? Do these spices come from Indonesia; do the rubber prod-
ucts contain, perhaps, any rubber from Malaysia or from Indonesia
or from Siam, Thailand, or from any other country in the Far East.
Do these motortrucks we are shipping contain any tin from Indo-
nesia: do these other things we are shipping contain any parts from
Japan ?"

Lest you think I am indulging in fairy tales beyond possible hap-
pening, remember that each of these instances I am giving vou are
not pulled out of the air willy-nilllly, but each of these cases has a his-
tory of tension between the countries, some a little ancient as in the
case of the Philippines and Japan, and we certainly do not want to
intensify them, but. many of them very much current.

But, why stop at the Middle East? Go to any part of the world.
Look at Africa. We know the tensions that exist there. We lmonw
the tensions that exist, for example, between Morocco and Mauritania.
between Ghana and Togo, between Ethiopia on the one hand and
with both Somalia and Sudan; and, very close by, between Kenya-
Kenya with Somalia and Kenya with Uganda. Think of all the
African, newly independent African countries, and their relations with
the Union of South Africa.

Just in last. night's paper, there was a front page article in which
the Prime Minister of Gambia was urging the countries-the newly
independent countries of Africa-not to boycott each other. He was
referring to a political boycott but we knowl that an economic boycott
is the next step.

This would be an impossible situation. Yet the United States and
the other countries of the world, for that matter, by sitting by and
permitting the existing boycott. which has been going on for about
15 years by the Arab States against Israel, are inviting other nations
with political tensions with some of their neighbors to engage in simi-

48-042-65- 13
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lar economic boycotts. This is a possibility of danger which we cannot
overlook but, outside of the practical danger, I point out to you that
the significance of this is that the boycott now being practiced for the
past 15 years is a completely immoral and illogical way of operating.
In this connection, just a few days ago, the Chicago Tribune published
a front page cartoon on this same subject, which I show to the com-
mittee and, with your permission, would like to introduce into the
record.

Mr. ASHLEY. Without objection, it will be accepted.
(The cartoon referred to follows:)

WITH IT .X y
a !s H

Mr. FAIN. This committee has been told of the methods of imple-
menting the boycott. No. 1 is the two-page letter, a questionnaire,
which is sent to American firms which in essence says we understand
you do business with Israel and if you do, you cannot do business
with the Arab States. Answer these questions. If you do not answer
these questions, you will be blacklisted. If you answer in the affirma-
tive on any of them, you will be blacklisted. But if you give us
documentary proof from your side and the Israel side that these busi-
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ness relationships have been terminated, then you will not be black-
listed. I would like to spare your time, gentlemen, to introduce a
photocopy of such a two-page letter dated March 30, 1965, from
Damascus, Syria, headed "League of Arab States, Secretariat General,
Central Office for the Boycott of Israel," addressed to Freedman Indus-
tries, Inc., 111 Columbus Avenue, Tuckahoe, N.Y.

Mr. ASHLEY. Without objection, it shall be accepted into the record.
(The document referred to follows:)

Z1UmIz a]i AIik BUSATyU
SECRETARIAT fENiERAL

O:NTRAL OFm/CE OnR THE BOYCOTT OF 18RAEL

Oa 6e4. 2970/S/e3/ 3 1 9 2

9)-- df. 3ie ffl96,5
P.O.B. 4a7

Freedman Industries lnc. r
ill Columbus Ave.
Tuckahoe, N.Y.
U.S.A.

Gentlemen:

IUe wish to inform you that .as have acquired reliable information
to the effect that your company imports Israeli products.

In this regard, we believe that it is of mutual interest to both
of us to drav7 your attention to the fact that the Arab countries
are still in a state of .war with Israel which usurped a dear part
of the Arab homeland, dispersed its inhabitants, deprived them of
their p'operties and possessions and failed to comply.. ith,any of
the resolutions of the United Nations supporting their rights.
Therefore, as a measure of selfdefence, and 'with the view to'
safeguarding the rights and the vital, interests of the Arabs
of _7alestine, the Arab countries strictly adhere to a set of
boycott rules directed at Israel. In brief, these rules prohibit
Arabs from enteringinto any sort of dealings with Israeli.natural no
artificial pcrscns. They also prohibit dealings with foreign
natural or artificial persons iwho contr:bute to the promotion
of Israel's economy or war effort throul;h any of the deeds
defined by the Boycott La-. and Regulations or Principles.
Violation of these regulLtions entails the boycott of violators
in all Arab countries.

However, before any action is taken against your firr, and intending
to demonstrate the good faith of the Arab countries, we find it
beneficial for you, as well as for us, to contact you directly
so that you may inform us of the nature of the dealings of your
firm with Israel. This will have to be done in the form of
a declaration duly certified by your chamber of commerce or
industry, or executed before a notary public and then authenticated
by the closest Consulate or Diplomatic Mission of any Arab country
The required declaration will have to contain complete answers
to the following- questionsa
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1. Do you have any branch, office or agency in Israel? Please state the
nature of its activity.

2. Do you act as general agents of Israeli companies or import Israeli
products?

3. Have you ever owned shares in Israeli firms or businesses?
4. Is you.- firm or any of its directors a member of any foreign-Israeli

chamber of commerce in Israel or abroad?

If your answ:er is in the positive, you will t.en be kindly requested to present
the following:

a) An official copy of your agency or any agreement with any Israeli company,
provided that it should be duly certified by your chamber of commerce or
industry or executed before a notary public and authenticated by any Arab
consulate in your country.

b) Documentation proving that you have terminated the agency or any agreement
and showing the consent of the Israeli side to such termination. Such
documents have to be duly certified as outlined above.

c) An undertaking to the effect that you f.ill never represent Israeli
companies in the future or import their products.

In this connection, we wish to point out that you certainly know that dealing
is a contract and the contract is the law of the contracting parties. Each
party have the right to provide for the terms he find interesting for
him while the other party have the right to accept or refuse such terms.

I hope that you will understand the considerations which render this request
which is basicly aimed to the interest of your company and that ybu will not
consider it, according to misleading zionist propaganda, as an attemFt to
exert pressure'on ycu or interference in the affairs of your company.
On the contrary, the Boycott Apparatus do not absolutely think of' that.
Our sole aim is to avoid stopping trading with your company without giving
it a fair chance to explain the motives for that action and try to eliminate
them if you find this fit for you, since the whole matter is left for
your judgement.

If you find that your interests are in dealing with the Arab countries, which
gives us much pleasure, we hope that you will furnish us with the above
requested doctuents duly certified as outlined above, within a period of
three months from this date.

But if you will choose, in spite of our above statements, not to take any
step proving your willingness to continue trading with the Arab states and
your understanding of the compelling considerations which render these
measures, the Boycott Apparatus upon the expiration of the specified time-limit
'will be forced, with deep regret, to recommend banning transactions with
your company.

Very truly yours

Mohammed Mahmoud Lahgoub
Commissioner General

Central Office for the Boycott or Israel
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Mr. FAIN. The second method of implementing the boycortt is to re-
quire affidavits of non-Israel origin of the goods, affidavits about the
ship taking the goods, that it is not an Israel liner, that no owner
is an IsraeY citizen, that the ship is not on the blacklist, that it is not
going to touch at an Israel port.

For the record, I would like to submit a photocopy of an Arlcrican
invoice dated September 28, 1964, from the Westinglhouse Electric
International Co. to the McMillan Hydraulic Engineering Co.. Skokie,
Ill.. covering some merchandise indicated at the bottom for ultimate
destination, Egypt, and stamped or typewriten on this invoice this
wording:

W'e hereby certify that the goods or services enumerated in this invoice are
not of Israel origin nor do they contain any Israel materials.

AMay I introduce that into the record, gentlemen ?
Mr. ASHLEY. Without objection, so ordered.
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(The document referred to follows :)
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Mr. FAnr. Also I have with me a similar certification by the World
Trade Department of the Greater San Francisco Chamber of Com-merce, which I also would like to introduce into the record.

Mr. ASHLEY. Without objection.
(The document referred to follows:)

SF__ UITII P UlIANCISCO CIAMBiE OF COMMEBICE
O O

hereby certify that I have investigated the
ioreoing tatementr and to the beat of my
Lnowledge and belief the article described aboy
are the growth, product or manufacture of the
United States of America: furthermore. that tbhnS
artiecle a not of an lsraei .rigin. and tht no
Irueli products were used in thieir manufactumre
SAN FRANCISCO CHAMOER OF COllir;RCE

World Trde D teparmnt .

iOdMl hV I am,'mumld Ul(4 lA rdqdTu_. EXbJea& J-4511
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Mr. FAIN. Now, Mr:. Chairman and genltleemen I ha'-e before me a
document which I may not introduce into the record but which I vwould
like to read to you, leaving out the name of the company other than
saving it is one of the large business corporations of the United States.
It is on the stationery of this company. dated July 30, 1964, and it is
incorrectly worded. It says. "The Israel Boycott Office in Kuwait."
but it of course, means Arab.

Mr. AiSLE-. That does seem unlikely.
.Mr. FAIN. Declaration of such a company. "Such a company hereby

declares that"--and I will read this with your permission, Mr. Chair-
man:

(1) Neither such a company nor any of its branches, divisions, and affiliates.
has factories or offices in Israel, (2) neither such a company nor any of its
branches, divisions and affiliates, has assembling factories in Israel; (3! neither
such a company nor any of its branches, divisions. and affiliates has sole agents
or authorized offices for Middle East contracts in Israel: (4) neither such a
company nor any of its branches. divisions. or affiliates has authorized any
Israel companies to use any of its names or trademarks:

Neither such a company nor any of its branches, divisions, or affiliates have
any stock interest in any Israel company or factory; neither such a company
nor any of its branches, divisions and affiliates have furnished technical serv-
ices and advice to Israel; neither such a company nor any of its branches, et
cetera, represents a company in the United States of America; such a com-
pany as well as its branches, divisions, and affiliates have sold such and such
equipment to Israel from time to time in accordance with established com-
mercial practice without expending any favors whatsoever to Israel. Such a
company is organized in accordance with the laws of the State of Delaware,
United States of America, signed and notarized.

I think it is important to summarize in just a few words the reason
why this boycott with which we are familiar and any such similar
boyeott is bad.

1. Obviously, it is a harassment and blackmailing of American
business, an interference with their normal business activities. This
argument needs no elaboration.

2. An argument which perhaps has not received sufficient consid-
eration in this discussion in the past is that this boycotting activity
works a special hardship on the smaller firms viz-a-viz the larger
firms, because with all due respect to the smaller firms and the ability
and intelligence and courage of their managers, generally speaking,
thev do not have the financial resources of the larger ones, they do
not have the important products of the larger ones, and thev do not
have the sophisticated knowledge in international trade and thev are
more subject to yield to the threats than some of the larger companies
that. can afford to take a more independent attitude.

But the harms of the bovott go bevond the harm to the individual
businessman and I would like just to mention them briefly.

The third point I would care to make as to the harm of the boy-
cott is that this is contrary to our export expansion program. part
of our program to increase the export trade surplus anrd improve
our balance-of-trade situation, and in this connection without engag-
ing in a long discussion of statistics. and statistics were introduced
yesterday by your chairman, let me just briefly express to you that
in 1.2. of all U.S. exports to the 10 }Middle Eastern areas, exclusive
of Public Law 480 agricultural products, of course, Israel took 30
percent which happened to be the equivalent of what Kuwait and
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Saudi Arabia took. The following year, 1963, and I do not have
the 1964 figures because I could not find them published, Israel took
more than Kuwait and Saudi Arabia. I bring these figures to your
attention not because I believe this factor is the governing factor in
your decision but because it is important to give a direct rebuttal
to a statement that was made in this connection by the State Depart-
ment in which they gave as one of their objections that this bill
would seriously harm our sizable-commercial relations with Kuwait
and Saudi Arabia with adverse effect on our already negative balance
of international transactions.

That statement gives the impression that our exports to Saudi
Arabia and Kuwait are considerably more than to Israel, though the
facts are otherwise.

The question was raised several times yesterday as to how effective
the boycott would be, since in many cases, relations of American
firms in Israel are open, and some cases they are not. Surely a hotel
or manufacturing plant with a well-known American name is no
secret to anybody in the world. But many if not most of the rela-
tions, particularly in the important field of technical assistance are
not open and can be disclosed only by the parties. So very clearly,
by preventing the American firm's from disclosing the existence of
these relationships, the boycotting activity is deprived of the in-
formation which thev need to effect a boycott. I think it is as simple
as that.

But I must stress very strongly this: What is the real effectiveness
of the boycott? It is not only 150 or whatever number of firms-
we probably do not know for sure-who have been put officially on
the blacklist: firms verv large and small. It is the fact, that the
boycott, has created in the American business community an atmos-
plhere of fear. an atmosphere of intimidation, so that American firms.
even vwell-intentioned ones. are loath to run the risk of the bovycott.
so they do not even start to do business with Israel. This is the real
effectiveness and this is the real harm of the boycott. Once American
hllsinessmen k]now that they will not be harassed with these q.ues-
tionnaires and threats, will thev be able to deal more openly with
Tsrael ?

.A number of imnressions have been left with this committee as to
what terrible consequences will flow from this bill. One lwhich is
verv s-urprising to me was the statement last week from the Depart-
ment of Commerce that this bill would be difficult to administer. We
klnow that on the face of it, the bill is a limited hill. And because of
this, we are not happy. Perhaps many of us would be happier if this
bill wpere not just negative but positive. This bill does not zo ilto
the real heart of the problem at all: it does not attack the moral
issues. It. does not refer to the real problems between Israel and
her Arab neighbors. It simply refers only to American businecsmen
signing doeimenlts such as the one I read with the name deleted.
giving affidavits. giving information about their business relations.
The Department of Commerce savys that this would be difficult to
administer. I wanted to bring with me today, but I was not in my
office. which is in Rhode Island. and I could not. the refllations for
the Export Control Act. Now,. throilughout my recent business life.
since the Export Control Act has been in effect, I and my colleagues
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and other businessmen have worked with it. If any of you have
ever seen the regulations of the Export Control Act, you will see
they are as large as a book. And for the Department of Commerce
to say that they would find it difficult to administer this very simple
statement before you, -when they have to administer an extremely
complex Export. Control Act, I find difficult to understand. All they
would have to do obviously is to issue regulations. They would not
have to establish a policing force, and then they could easily answer
questions from American businessmen interpreting these regulations.

As a matter of fact, if I may say something on a persnnal note, the
Department of Commerce in their testimony has sort of made a liar
of me. I had the opportunity a number of years ago, about 5 years
ago, of testifying before Congress in behalf of the Department of
Commerce urging a larger appropriation for administration of inter-
national trade in which I expounded on how efficient the Department
of Commerce was and how I as a private businessman did not sub-
scribe to the sometimes heard criticisms of Government bureaucracy,
rather to the reverse. Certainly my friends back home, if they could
take my testimony of 1960 on the one hand and take the testimony
of the Department of Commerce last week on the other hand would
have good grounds to quarrel with me.

I say further that this bill, to rebut some of the things that have
been said, requires no affirmative optional action by either the De-
partment of Commerce or the Department of State. It requires no
affirmative optional action by the President. It does not put them
on the spot. They do not have to make any decisions under this act.
Congress has made the decisions and it does not interfere in any
way with our export control procedures or with our foreign political
and economic activities.

I was also quite taken aback at the stress that the administration
witnesses put upon the similarity between the Arab boycott pro-
cedures and our efforts to get information in our program of eco-
nonmic denial to Cuba, China, North Korea, and North Vietnam.
There are many points of difference. The first point of difference
as was pointed out to you clearly yesterday is that the United States
is controlling the shipment of its own goods, not the shipment of
foreign-country goods, to Cuba, China, et al.-a significant difference.
There is a still more significant difference that I think should be
stressed. Under our Export Control Act, all merchandise, not just
some but everything, even toothpaste, is shipped to foreign buyers
who are put, on notice by their American suppliers, in effect creating
a contract, that diversion contrary to U.S. law is prohibited; so that
if any foreign recipient transships to Cuba, et cetera, contrary to
regulations, he is violating an agreement with his American supplier
and, indirectly, with the U.S. Government, which certainly gives the
American supplier and the U.S. Government a legitimate ground to
inquire into the transaction; entirely different from the case with
the Arab boycott against Israel.

A third difference is the implementation. We use persuasion; the
Arab boycott uses intimidation. We deal principally with foreign
governments, the Arab boycott deals principally with American
business firms.
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A fourth difference is a matter of penalties. What are the penal-
ties imposed by the Arab boycott office? The penalties are complete
blacklisting. What are the penalties imposed by the U.S. Depart-
ment of Commerce? A limited, stated period of time during which
the particular foreign firm that has been found guilty of trans-
shipping against its agreement with its American supplier from
receiving the benefits of American export licensing.

Now, it is important to remember that the United States in its
economic denial program, and I stress this very strongly to you gen-
tlemen, controlling its own goods does not attempt to penalize foreign
firms for doing business with Cuba, China, North Vietnam, Nolth
Korea. I say this to you because a witness last week left an unfortu-
nately ambiguous feeling with this committee, when he testified in
respect to Cuba and European firms, that the U.S. Government has
asked them not to do business with Cuba.

I will now close with a reference to an attitude that has been
frequently expressed--"Let's not get involved." This is a quarrel
between the Arab States and Israel and we do not want to take sides;
we want to be friends with everybody. That is lovely, gentlemen,
if you can do it, but you cannot. The United States cannot avoid
getting involved. The very facts of the situation are that we are
involved. We are as involved as a householder is if a bully comes
into his house. He cannot turn his back. He has to do something
about it. Errors as acts of omission are sometimes as important as or
more important than acts of commission. The most common ex-
ample of that is a man who has to decide whether he is going to pop
the question. He cannot be uninvolved. He either asks or he does
not ask. If he does not ask, he has made a decision, a lifelong deci-
sion. And similarly with the U.S. Government in this matter. They
have to make a decision. The Government cannot come before this
committee and say "Let's keep hands off, let's not get involved." We
are involved. By our actions, we are in effect supporting the boycott
because we are making it possible for our businessmen to be put in a
position of supporting the activities of the Arab League.

The Congress has to make this decision and it is very simple.
Either 'we pass this bill which is to protect American businessmen or
we refuse to pass this bill, which leaves American businessmen
exposed.

Thank you very much, Mr. Chairman and members of the
committee.

(The complete statement of Mir. Fain follows:)

STATEMENT OF IRVING JAY FAIN, PROVIDENCE, R.I., ON BEHALF OF AMERICAN
ISRAEL PUBLIC AFFAIRS COMMITTEE

Mr. Chairman and members of the committee, I appreciate the opportunity
to appear before you today to testify on behalf of H.R. 627 and companion
bills, the antiboycott amendment to the Export Control Act. My name is
Irving Jay Fain. I am a lifelong resident of Providence, R.I.; and pleased
to be a constituent of a member of this committee, Mr. St Germain. Officially,
I appear as a representative of the American Israel Public Affairs Committee,
a voluntary organization, with headquarters in Washington, whose purpose
is to improve relations between the United States and Israel. I have been
engaged in business continuously for the past 38 years, with the usual wartime
interruption, much of this time in international trade. My first dealings in
exporting began in 1929. My business life has been principally as a member of
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several family-owned and family-operated business firms. I have been active
in international trade mostly through the Apex Tire & Rubber Co., of Paw-
tucket, R.I., of which firm I was chairman. Several months ago, this company
changed its ownership, its name, and its corporate form.

Let us start with a hypothetical case. Suppose American business firms
engaged in international trade were to receive letters from the Union of
South Africa, with these questions:

'Do you have any nonwhite employees in your company? If so, how many
and what are the positions held by them?"

"Are there any nonwhites on your board of directors as members?"
"Are any of your managers or branch managers nonwhites? If so, please

.give the name of the department headed by such a man."
"Is any of the persons authorized to sign on behalf of your company a

nonwhite ?"
"What is the number of nonwhite laborers in your factories and offices?"
"Do you have any nonwhite owners?"
What would be the reaction of the heads of American firms (that is, besides

being resentful of this unbusinesslike and immoral intrusion)? Some would
probably go to the Department of Commerce and the Department of State.
And what would these agencies advise these American firms to answer? It

-would probably be along this line:
"The laws of the United States, and of the State in which this firm is domi-

ciled, are such that we are forbidden to discriminate in our employment prac-
tices on grounds of race, color. religion, and national origin, or to engage in
any activity which might tend to foster such discrimination. The names of
the shareholders of this firm are not a matter of public record and, if they
were, they would not be identified by the colors of their respective skins. It is
therefore impossible for us to supply the information which you have requested."

The above letter may sound like "Alice in Wonderland." Actually, it is an
almost verbatim copy of letters which have been received recently by European
firms, and which some years ago were received by American firms. The differ-
ence is that the word "Jews" appeared in the actual letters where in my hypo-
thetical example, I have used the word "nonwhites."

Next. let us turn to another example-not hypothetical but actual. For the
past month. the Government of the Philippines-a country friendly to the
United States-has been asking American firms to supply a copy of what is
known as the shipper's export declaration. This is a common document pre-
pared for each export shipment by the shipper or his agent to be submitted to
U.S. customs. It is form 7525-E. In the upper right-hand corner is the word
"Confidential." So what should American shippers do? They have asked
their Government. Their Government has replied. The Bureau of Census has
been advising American businessmen that they, in turn, should advise their
Philippine customers that the U.S. Government does not permit them to supply
the requested information. What has happened? The American businessmen
have refused to supply the information, and, effective just a few days ago, the
Philippine Government has withdrawn this requirement.

This has happened not only with the Philippines. A half year ago the Gov-
ernment of Ecuador also began requesting copies of the shipper's export dec-
laration. The story was the same as just described in respect to the
Philippines.

The same thing happened with Cuba several years ago B.C. (that is, before
Castro). The purpose of the Cuban Government in requesting copies of the
shipper's export declaration, as was the purpose of the Ecuador and Philippine
Governments, was apparently a laudable one-to prevent smuggling. What was
the response of our Government? It was a flat "No." Here was no case of in-
terference by the foreign government with the business of the American firm
:with any htird country: there was no threat to the American firm; there wvas
no giving him a choice to do business either with Cuba or with some other
country but not with both. It was simply a request for the benefit of the
internal economy of Cuba for some simple trade information; yet the U.S.
Government acted, in this case, as it did in the other two subsequent cases-it
refused to permit this information to be given by American firms. The Cuban
Government withdrew its request.

Now let us expand this actual case of the Philippines into a hyopthetical
situation. Let us assume an unfriendly situation developing between the
Philippines and Japan-of course, we don't foresee it and don't want it; let's
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just assume it. Suppose the Philippines boycott office were to write to Ameri-
can manufacturers, not to request a simple document like the shipper's export
declaration, with no threat of boycott; but to ask these American firms about
their commercial relationships with Japan, to threaten them with the choice
of doing business either with Japan or with the Philippines. This question-
naire would certainly be a more serious threat to the integrity and prosperity
of American business than the request for a copy of the shipper's export
declaration. But, should such a situation develop, and the business firms go
to the same Department of Commerce and Department of State for help. what
would the answer be? Based on the answers that American businessmen have
received from these executive agencies in respect to another boycott, which has
been in effect for 15 years and which is not hypothetical. they would be told
in essence that the Government of the United States does not condone such boy-
cott activities; that it regrets them; that it is doing what it can in informal
diplomatic channels to ease the boycott-period.

Isn't this a strange dichotomy? Under existing law, the U.S. Government
will advise American firms that they must refuse to answer requests for a
copy of a shipper's export declaration which involves simple information on
individual transactions, and which has no other involvement with the inter-
national activities of subject American firms; yet it has no authority to tell the
same American firms that they must exercise the same right of refusal to
provide information which has a direct bearing on their doing business with
third countries. This is the heart of the logic and of the need for the anti-
boycott amendment to the Export Control Act of 1949.

It is an old. elementary rule of ethics that one pragmatic. simple way to
determine the wisdom and morality of a course of action is to imagine what
would happen if it were to be generally followed. Under this rule. it is easy
to understand why robbery, burglary. lying, cheating. assault. murder. etc..
are considered by our society to be unwise and immoral. So. let us apply this
simple test to the boycott situation.

First. let us make a thumbnail review of the nature of the boycott of Israel
by the Arab States. This boycott is primary; that is, it aims to prevent the
shipment of Arab country goods to Israel. or vice versa. This boycott is also
secondary: that is. it attempts to prevent dealings by persons in third coun-
tries with Israel. This boycott is also tertiary: that is. it seeks to prevent
firms in third countries who do not have dealings with Israel from doing busi-
ness with other third-country firms who do have dealings with Israel.

Next. a thumbnail review of the methods of implementing the boycott. One
means is the now well-publicized questionnaire. The TV.S. firm is asked to
advise the Arab boycott office of the firm's relations with Israel. For example:
Have you ever owned securities in an Israeli company? Do you have an office
there? Do you represent an Israeli company? Do you license know-how etc.
to Israel? The U.S. firm is put on notice that his refusal to answer will put
him on the blacklist: that if any of his answers are in the affirmative. he will be
blaclilisted unless he supplies copies of the agreements. and documentary proof
from both sides, his and the Israeli. that such agreements have been terminated.

A second means of implementing the boycott is to require certain notarized
statements concerning shipments. These are usually as follows: The goods
are not of Israeli origin: the ship is not on the blacklist. is not the property
of a resident of Israel. and will not touch at an Israeli port during its voyage.

In summary. what are the effects of these boycott activities upon American
hbusinessmen:

1. The U.S. businessman is involved in the Arabs' dispute with Israel
even though he may not wish to be involved, or even though he may oppose
such boycott activities.

2. The U.S. businessman is being put in the position of being blackmailed
to give up his Israeli business under fear of losing his business with Arab
countries.

3. The U.S. businessman is required to supply affidavits which have no
pertinence to the business aspects of the transactions.

4. The shipping lines are required to run double routes to the Middle
East.

So now we return to our hypothetical world where such boycott procedures
were to become common. It is not too hard to imagine circumstances under
which other countries in the Far East would boycott one another. Without
trying to resurrect or exacerbate tensions. let us assume that situations develop



200 REGULATION OF EXPORTS

between Japan and Korea; also between Japan and Taiwan; also between
Taiwan and Hong Kong; also between Philippines and Malaysia, etc., etc. In
short, let us assume that many of the lands of the Far East have boycott
situations with one or more of their Far Eastern neighbors. So each of these
countries engages in questionnairing American suppliers with the threat that
the American supplier must choose between A or B and C, between B or C
and D, etc., etc. Then each country will require that the goods from the
American suppliers do not contain any material from other-named countries;
also that they were not being delivered on a ship on certain blacklists, or
owned by a citizen of certain other countries, and that the ship did not stop
at a port of certain other countries. Can you imagine the result? "Chaos"
would be a mild word.

The shipping lines, which now route their ships to many Far Eastern ports
on each voyage, would have to rearrange schedules to provide duplicate and
triplicate trips, with resultant higher shipping costs and poorer service. And
what of the businessman? Puzzle, puzzle, puzzle. First, to try to calculate
with what combinations of markets he might possibly deal. Then, to try to
calculate which combination of markets would cost him the least in lost busi-
ness. Then, to try to get information on content as required by affidavits.
We can imagine exporters asking themselves these questions.

Are any of the bags in which this merchandise is packed made from hemp
from the Philippines? Does the soap contain coconut oil made from copra from
the Philippines or from Malaysia? Do any of these food products contain
sugar from the Philippines or spices from Indonesia? Do any of these radios
or computers contain transistors from Japan? Does any of the clothing con-
tain textile fabric from Hong Kong? Do any of these rubber products contain
rubber from Malaysia or from Indonesia or from Vietnam or from Thailand?
Do any parts of this machinery or of these trucks contain tin from Malaysia?
We are not often asked to sympathize with the harassed businessman, but this
time it would be justified.

But why restrict this boycotting to the Far East? Take Africa. Suppose a
similar situation should arise between, say, Togo and Ghana? Or between
Ethiopia and Somalia and Sudan; or between Kenya and Somalia and Uganda;
or between Morocco and Mauretania; or between Senegal and Mali; or, worse
still, between a number of the newly independent countries of Africa on the
one hand and South Africa on the other?

Enough of this imagining. Let us hope that it is just a bad dream, and
nothing like it will ever come to pass. But other countries of the world have
the same right and the same ability to engage in boycott activities, as have
the Arab countries to engage in boycotting of Israel. The acquiescence by the
United States and others in the Arab boycott of Israel is an open invitation to
other countries to go and do likewise. A word of caution. Before we dis-
miss as fantasy the examples I have just mentioned of other possible boycotts.
let us not forget that in each of these cases there is a history of tension, past
or present, and, in most of these cases, very much present.

Now let us briefly examine the reasons why such boycotting activities are
undesirable.

1. It is a harassment and blackmailing of American business, an interference
with their normal business activities. This argument needs no elaboration.

2. This boycotting activity is relatively more effective against smaller firms
than larger. Without deprecating the ability, the wisdom, the courage, the
strength, of American small business, it must be recognized that, overall, they
do not have the sophisticated knowledge in international trade that the larger
firms have; nor do they have services and products which are so important in
international trade that they can feel reasonably confident that Arab States
will continue to deal with them even though they defy boycott threats. Nor
do they have the financial strength to be able to attempt to call the bluff of
the Arab boycott. So the boycott threat works more of a hardship on the small
firms than the large. The corollary is that the proposed denial of information
to the boycott office will be a relatively greater boon to small and medium-size
business.

3. Now we look beyond the effect upon the individual business firm. This
boycott activity, by restricting the dealings of American business, is contrary
to our export expansion program. In this connection, let us not be misled by
the small size of Israel, and the small number of her inhabitants. U.S. ex-
port statistics show that in 1962, of total U.S. exports, exclusive of Public Law
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480 agricultural products, to the 10 Middle Eastern areas, Israel imported 29
percent of this total, which was equal to the total of Kuwait and Saudi Arabia
combined. In 1963, Israel's imports were 30 percent of the total, whereas
Kuwait and Saudi Arabia combined received only 26 percent. These statistics
are not quoted to provide a governing argument in this matter. They are
specifically intended to rebut the comment of the State Department that the
subject amendment would "seriously harm our sizable commercial relations
with Kuwait and Saudi Arabia, with adverse effects on our already negative
balance of international transactions." Such statement gives the clear impres-
sion that the trade of the United States with Kuwait and Saudi Arabia is sub-
stantially greater than with Israel. The facts indicate that the trade with
Israel is as great as, or greater than, the trade with these two countries
combined.

4. Such boycott activities tends to undermine the benefits of our foreign
economic aid. On the one hand, we help foreign countries, including Israel and
the Arab countries; on the other hand, we assist certain of these recipient
countries to engage in economic warfare against another friendly recipient.

5. Such boycott activities are contrary to the princples of increasing free-
dom of international trade which the United States has espoused for many
years.

6. This interference by a foreign country in the business relations of American
firms with other foreign countries is in effect an interference with the sovereignity
of the United States.

How effective would this amendment be in accomplishing its objectives?
Obviously, it would deprive the boycotting agencies of a great deal of informa-
tion which they could not otherwise obtain, and which information is necessary
to enforce the boycott against firms doing business with Israel, or against firms
doing business with other firms that do business with Israel. There are some
business dealings which are open and for which no questionnaire is needed.
If American firms have interests in Israel which result in hotels or manufac-
turing plants with well-known American names, this information is for all the
world to see. But what about stock ownership, distribution agreements, tech-
nical know-how agreements? These and similar relationships are not matters
of public record, and cannot be learned by boycotting authorities unless one of
the contracting partners volunteers the information. So the proposed amend-
ment, by preventing the disclosure of such information, denies to the boycotting
authorities information on which they can carry out an effective boycott. Just
as simple as that.

And what will its effect be upon American firms? It will relieve them of the
indignity of having to answer such questionnaires or to provide such affdavits.
It will relieve them of the necessity of making a distasteful and unnecessary
and unbusinesslike decision; that is, a choice of doing business either in Arab
countries or in Israel. Thus, it saves them from being forced to give up
involuntarily business which they obviously desire to maintain. This provides
a definite assist to the American businessman; and, of course, to the whole
picture of American exports, and the American export trade surplus, and the
American balance-of-payments situation.

These antiboycott provisions of the pending legislation will apply to all
countries that would attempt to use them against American firms. They would
apply to Israel if Israel ever were to attempt to use similar tactics. Contrary
to the impression that may have been left with you by previous witnesses, I
want to inform the members of this committee that Israel does not practice
counterboycott measures against the Arab countries. In response to my recent
written request to the Embassy of Israel, Washington, D.C., their letter dated
May 12, 1965, reads in part as follows:

"The Israel Government is committed to a policy of international trade, free
from any restrictions arising from political considerations. Therefore, neither
the Israel Government nor any Israeli business firm seeks information from
foreign companies with respect to their operation in Arab countries. I am,
therefore, able to answer your first question in the negative without qualifica-
tion."

The real harm and effectiveness of the boycott is not only in the instances of
actual boycotts against American firms which have refused to yield to boycott
blackmail, but in the atmosphere that the boycott creates, the atmosphere of
intimidation and blackmail, which serves to discourage American firms from
continuing or seeking business relations with Israel. This is why it is dfficult
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to assess the harmful effects of the current Arab boycott against Israel, even
if it were possible to query business firms and get responses from them. It is
not only the business that has been lost in Arab countries by American business
firms which refuse to knuckle under. It is. rather, the business that American
firms could have been doing with Israel if they were not deterred by the threats
of the Arab boycott.

Since impressions have been left with this committee that this bill, when
passed, will create all sorts of hardships, let us be clear as to what this bill
will not do:

1. This bill will impose no burden on the Department of Commerce. Com-
merce will not need to set up a policing force. All that will be needed will be
for Commerce to prepare the usual regulations then to advise inquiring busi-
nessmen of the meaning of the law.

2. This bill will require no affirmative optional action by Commerce or
State, or by the President. Its purpose is to prohibit affirmative action by
American businessmen. The only affirmative action by the executive branch
of the Government will be to advise American businessmen that they are not
permitted to supply certain information. It may not be a source of pride to us,
but the fact is that this bill is limited, that it is negative and not posiive.
This bill does not refer in its wording to the immorality of the Arab boycott of
Israel. nor to the fact that this violates the U.N. cease-fire. It does not go to
the heart problems of the Arab-Israel situation; such as the refusal of Arab
governments to recognize Israel, or to negotiate with Israel, or to permit the
resettlement of Arab refugees from Palestine out of their 17-year-old refugee
camps. This bill deals only with boycotting activities in general terms.

3. This bill will not tie the hands of the President. It requires no action on
his part. It does not affect our export control procedures, the operations of our
foreign aid program. or other aspects of our international economic and political
activities.

4. This bill will not, as curiously stated by some witnesses. restrict the free-
dom of choice of American firms in dealing with the Middle East. Under
present conditions. American firms are put on notice that they must choose
between Israel and the Arab countries. Apparently, the administration's
spokesmen are content to continue this situation wherein American firms are
dictated to by foreign governments. The subject bill would not require them
to choose. It would not require them to trade with Israel. or to trade with
the Arab countries, or to trade with both. or to trade with neither. It does
not tell them what to do, or what not to do about dealing in the Middle East.
It offers no interference with the usual freedom of operation by American
business firms. On the other hand, by preventing them from cooperating
with boycott procedures. it gives American businessmen the added freedom of
doing business with both parties.

Objection has been raised that this amendment would be inconsistent with
some other actions of the U.S. Government: In particnll; r tire ,,',litini' of
information from foreign firms about possible "dumping"; the soliciting of in-
formation from foreign governments and firms as part of our program of
economic denial directed against Cuba. North Vietnam. North Korea. Commu-
nist China. Let us examine these in order.

In respect to information concerning "dumping." this is a common practice
with many countries which, like the United States. have antidumping rezula-
tions. Such requests for information from foreigners are common. While the
businessmen being asked questions may not be too happy about having to supply
trade information to agencies of foreign governments. they understand the rea-
sons. and they do comply, and they know that this is common practice. Fur-
thermore, these practices are engaged in by each country to protect its own
internal economy. They are not directed against third countries. They do
not attempt to interfere in the trade between the foreign country concerned and
any other foreign countries. They do not involve any threats or any black-
listing. The only thing that the two situations have in common is that a
country. it may be the United States. seeks information from the national of
another foreign country. Beyond that, the resemblance ends.

Now comes the more involved matter of our trade inquiries in our program of
economic denial against certain countries whom we consider not too friendly
to the United States. There are many differences between such inquiries by the
T-nitpd States and the boycott information which would be prohibited under
the proposed legislation.
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In the first place, and this is a most important difference, the United States
aims to prevent the transshipment of its own goods from foreign countries
to certain third countries. In the boycott activity with which this bill is con-
cerned, foreign countries are trying to prevent business relations between two
other countries in goods and services that are not the product of the boy-
cotting countries.

A second difference: The United States tries to control the transshipment
of its own goods by foreigners who, by U.S. regulations. have been put on
notice by their American supplies that such goods are not to be transshipped;
so that the foreign firms would in effect be breaking a contract with their
American suppliers. On the other hand, the Arab boycott office tries to prevent
American firms from engaging in business dealings with Israeli firms. which
dealings have no direct relationship to any Arab country or firm.

A third difference: The implementation is different. The current Arab boy-
cott of Israel consists of threats against individual firms. The U.S. program
consists of persuasion; and principally with foreign governments rather than
with individual firms.

A fourth difference: If the foreign firm violates the American export control
law and its contract with its American supplier, by transshipping contrary
to understanding, the penalties imposed by the U.S. Government are administra-
tive penalties, tailored to the situation, which involve curtailment of export
license privileges for a stated limited period of time. The U.S. Government
does not threaten or impose a total blacklisting of the foreign firm.

WVhatever persuasion the United States may use with foreign firms. or what-
ever administrative penalties it may impose in some few cases upon those for-
eign firms which break their contractual agreements with American suppliers.
these are related to American goods. If a European manufacturer delivers
buses or trucks to Cuba. the U.S. Government does not penalize that European
manufacturer. nor does it blacklist him from doing business in the United
States. It is most important to remember this. for an ambiguous impression
has been given to this committee by the statement that the U.S. Government
"has asked them not to do business with Cuba."

In regard to the matter of shipping, which has been specifically mentioned
before this committee. the similarities are less than the dissimilarities.

The Arab boycott office does not permit a ship to call at an Arab port if it
calls at an Israeli port on the same voyage. The U.S. Government does not
prevent ships which trade with Cuba from calling at American ports. from
discharging cargo and loading cargo. Its only restriction is that such ships
calling at a Cuban port may not carry cargo financed by the U.S. Government.

So the attempt to draw parallels is a tenuous one. Yet. there may be some
areas where there is a limited overlapping of some of our actions in trade
denial with some of the actions of the Arab boycott office against Israel. But
if the U.S. Government were to withhold any action because it might in some
respect be inconsistent with some aspect of another action. it would never do
anything. One need not preach inconsistency in economic and foreign policy
to recognize the wisdom of Ralph Waldo Emerson's words: "A foolish con-
sistency is the hobgoblin of little minds, adored by little statesmen and philoso-
phers and divines."

But what of the argument that this bill would encourage some of our friends
overseas to take similar action to withhold trade information from us in our
program of economic denial against certain not too friendly countries? If
certain firms or certain countries friendly to us. do not wish to supply such
information to us, they will not do so; and they will find a stronger explana-
tion on which to hang their hats than the fact that the United States has
passed his antiboycott bill. It would be transparent that such an explanation
wvas only an excuse and not a reason. And. if it were not this excuse. it would
be another one. We have a good case in point. In the recent past. the U.S.
.Maritime Commission has been seeking certain trade information from cer-
tain shipping lines domiciled in the United Kingdom. These British firms did
not want to give this trade information to this agency of the U.S. Governllent.
The purpose of the U.S. Government was not to foster a boycott. not to hamper
trade. not to interfere with the trade of these British firms with third countries.
It was the apparently laudable purpose of equalizing freight rates. which
required information as to what the freight rates were. We know what hap-
pened. The British Government prohibited these United Kingdom shipping
companies from providing the information. The United Kingdom did not need
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to look for similar action on the part of the United States to justify its uni-
lateral action. It is clear that each of these friendly countries will cooperate
with us in supplying trade information as each sees fit, whether we have or
have not laws which prohibit the supplying of boycott information by Ameri-
can firms.

It has been said that the United States doesn't want to get involved in this
Arab-Israel quarrel; that the United States should remain "neutral." But the
United States cannot avoid involvement. Inaction by the United States
becomes an act of omission, which permits the boycott activities to continue,
thus becomes a positive involvement in support of the boycott. This is a case
where silence gives assent. The United States must make a decision. The
United States must decide whether it will protect its businessmen from the boy-
cott, or leave them exposed. In the case of the boy and the girl, when the time
comes to ask the question, inaction on the part of the boy is a decision for
bachelorhood. Similarly the U.S. Government is making a decision, whether
by action or inaction. Either it performs the act of commission, which will
protect American business; or it performs the act of omission, which supports
the boycott.

Mr. ASHLEY. Thank you, Mr. Fain, for an excellent statement.
I think at this point we will ask other members of the panel if they

wish to proceed extemporaneously for a few moments to summarize,
and I do mean "summarize," the content of their prepared state-
ments? I say that because we are working against a bit of a time
deadline here. The committee is anxious to have your full testimony
but we are also anxious to get to an executive session where we can
take the entire matter under advice.

Miss Bramlette, did you wish to be heard from ?
Miss BRMLETrE. Yes.

STATEMENT OF EVA BRAMILETTE, FOREIGN TRADE EXCHANGE,
DALLAS, TEX.

Miss BRAMLETTE. Mr. Chairman and members of the committee,
my name is Eva Bramlette. My home and my business are in Dallas,
Tex.

I am very glad to have the privilege to appear here and to tell you
whv I would like to see this amendment passed.

About 25 vears ago, my sister and I organized an importing com-
pany in Dallas, Tex., known as Foreign Trade Exchange. TWe
started in a very small way but we managed to grow, increasing our
business dealings with a number of countries. WTe became fairly
well known. But I feel sure that, if restrictions of the kind imposed
by the Arab States had been imposed on us at that time, we not only
would not have grown but probably could not have continued at all.

So in behalf of all small businesses, and especially new and
struggling ones, I want to do anything I can to help get this amend-
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ment passed. I feel that our Government should protect American
business in foreign markets. And small firms which want to import
from any country should be able to do so without interference or
threats.

I have here a letter from the League of Arab States Boycott Office,
which they sent to us when they learned we were buying knit su'its
and gloves from Israel. We were surprised and shocked when we
got this letter. bWe could not believe that our Government would
allow foreign governments to threaten us in this way and to ask for
information about our private business dealings. Of course, we did
not reply to this letter. We did not think that they had any right,
legally or morally, to ask these questions or to request a promise
from us, as they did, not to buy Israel products in the future.

As for me, I have had pleasant and profitable relations with Israel
firms and I want to continue doing business with them. I do think
my Government should help me to do this without threats and I
believe this is exactly what the antiboycott amendment would ac-
complish. Should the occasion arise, I would also like to be able to
buy items from the Arab countries without having to give up buying
from Israel.

I would like to add that I believe all Americans love peace and are
willing to work for peace. But this boycott only increases strife
and is an impediment to peace. Therefore, I would like to see it end
and I believe that the enactment of this amendment would do just
that.

Mr. AsTmTY. Thank you, Miss Bramlette. Do you have a copy
of the letter that you received from the League of Arab States?

Miss BiAmLErrE. Yes; I have it here. It says here:
We wish to inform you that we have acquired reliable information to the

effect that you are a member of the Joint American-Israel Chamber of
Commerce.

TMr. AsHLET. I think your testimony would be more complete if
that were inserted in the record following your statement, Miss
Bramlette.
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(The document referred to follows:)

IFAGUE OF ARAB STATES

Secretariat General

CENTRAL OFFICE FOR THE B)YCOTT OF ISRAEL

Your Ref.: 82 20
Our !ef.: 4082/S/64/

Damascus, Syria, 2 i io
P.O.B. 437

Foreign Trade Exchange
702-6 Merchandise Mart.,
DALLAS, Texaa,
U.S.A.

Gentlemen:

We wish to inform you that we have acquired reliable information
to the effect that your company imports women's wear from
Israel.

In this regard, we believe that it is of mutual interest to both
of us to draw your attention to the fact that the Arab countries
are still in a state of war with Israel which usurped a dear part
of the Arab homeland, dispersed its inhabitants, deprived them of
their properties and possessions and failed to comply with any of
the resolutions of the United Nations. Therefore, as a measure of
selfdefence and with the view to safeguarding the rights and the
vital interests of the Arabs of Palestine, the Arab countries
strictly adhere to a set of boycott rules directed at Israel.
In brief, these rules prohibit Arabs from entering into any sort
of dealirgs with Israsli natural or artificial persons. They also
prohibit dealings with foreign natural or artificial persons who
contribute to the promotion of Israel economy or war potential
through any of the deeds defined by the Boycott Law and Regulations
or Principles. Violation of these regulations entails the boycott
of violators in all Arab countries.

However, before any action is taken against your firm, and intending
to demonstrate the good faith of the Arab countries we find it
beneficial for you, as well as for us, to contact you directly so
that you\may irform. us of the nature of the delinrg~ of :,c- fir-:
with Israel. This will have to be done in the-r:i-r-of a d.c-=.:at.,.n
duly certi\fied by your chamber of commerce or industry or executed
before a notary public in your place of businec3 and authen.;catuc
,y the closest Consulato or Dipnlomactic MiScun of cG y /2.;. cou-r...ry.
The required declaration w.ll V11 to contain complete answz'is to
the following questions:
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. I-re any branch, office or agency in Israel? Please state the
.l.ue of its activity.

r-u act as general agents of Israeli companies or import Israeli
.roducts particulary, women's wear 7

3. liave you ever owned shares in Israeli firms or businesses?
4. Is your firm or any of its directors a member of any foreign-Israeli

chamber cf commerce in Israel or abroad?

If your answer is in the positive, you will then be kindly requested to present
the following:

a) in official copy of your agency or any agreement with any Israeli company,
provided that it should be duly certified by your chamber of commerce or
industry or executed before a notary public and authenticated by any Arab
consulate in your country.

b) Documentation proving that you have terminated the agency or any agreement
and showing the consent of the Israeli side to such termination. Such
documents have to be duly certified as outlined above.

c) An undertaking to the effect that you will never represent Israeli
companies in the future or import their products.

In this connection, we wish to point out that you certainly know that dealing
is a contract and the contract is the law of the contracting parties. Each
party have the right to provide for the terms he find interesting for
him while the other party have the right to accept or refuse such terms.

I hope that you will understand the considerations which render this request
which is basicly aimed to the interest of your company and that you will not
consider it, according to misleading zionist propaganda, as an attempt to
exert pressure on you or interference in the affairs of your company.
On the contrary, the Boycott Apparatus do not absolutely think of that.
Our sole aim is to avoid stopping trading with your company without giving
it a fair chance to explain the motives for that action and try to eliminate
them if you find this fit for you, since the whole matter is left for
your Judgement.

If you find that your interests are in dealing with the Arab countries, which
gives us much pleasure, we hope that you will furnish us with the above
requested documents duly certified as outlined above, within a period of
three months from this date.

But if you will choose, in spite of our above statements, not to take any
step proving your willingness to continue trading with the Arab states and'
your understanding of the compelling considerations which render these
measures, the Boycott Apparatus upon the expiration of the specified time-limit
will be forced, with deep regret, to recommend banning transactions with
your company.

Very truly yours

Mohammed ahmoud Mahgo
Commissioner General

Central Office for the Boycott of Israel
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STATEMENT OF MAXWELL M. RABB, PRESIDENT, AMERICAN-
ISRAEL CHAMBER OF COMMERCE AND INDUSTRY, INC.; ACCOM-
PANIED BY PARKE W. W. MASTERS, DIRECTOR

Mr. AsHLEY. ir. Rabb?
Mr. RABB. MIr. Chairman and members of the committee, I will

submit a statement, but I would like to give you some excerpts from
the testimony. I will be brief.

My name is Maxwell M. Rabb, of New York City. I represent
.the American-Israel Chamber of Commerce & Industry, Inc., which
I serve as national president. The American-Israel Chamber of
Commerce, which is the largest binational chamber of commerce in
the United States, is an independent organization, incorporated under
the laws of the State of New York, with the basic objective of ex-
panding commercial and economic ties between the United States and
Israel. Our membership, which is composed of leading American
businessmen and firms, is nationwide with active chapters in many
of the principal cities in the United States.

Our organization is not political in purpose. It is not an organiza-
tion that persues political objectives. What it is is an independent
American association, solely concerned with the building of a healthy
commercial and industrial relationship between two friendly coun-
tries.

We are troubled, however, by the fact that in our efforts to develop
increased American exports, we encounter unwarranted foreign
intervention that attempts to dictate to American businessmen with
whom they shall or shall not conduct their business.

We are not advocating any economic reprisals against Arab na-
tions that seek to coerce American firms to engage in a restrictive
trade practice. We wish expanded American economic relations
with both the Arab nations and Israel.

The issue is not whether some nations are right in boycotting a
third nation, or whether or not that nation is harmed. The issue
is whether we can permit American firms to be coerced into being
parties to a foreign economic war. The amendment now before you
aims to prevent this, and to give U.S. companies the shield against
such involuntary involvement; for obviously any firm can voluntarily
choose to do or not to do business with another firm or country.

Just a few facts about trade between Israel and America, which
many do not realize has become a significant factor in the American
economy.

After Canada, Israel is the largest per capita customer that the
United States has. It is a matter of record that the average Israeli
citizen purchases, annually, $72 worth of American exports; while
the per capita consumption by Americans of Israel products is 22
cents per year. Moreover, there is a vastly more favorable balance of
payments for the United States in the trade that exists between the
two countries.

Out of the 10 Middle Eastern countries, tiny Israel alone is absorb-
ing over 30 percent, a figure that is growing with each passing year-
30 percent of the total exports to the entire Middle East. Therefore,
it is unfair to permit restrictive trade practices, imposed by Arab
countries on American citizens-on our very soil-to be used against
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another friendly nation. An example of one of these unwarranted
practices is to be found in the case of the organization I represent.

We believe that we have done a creditable job in advancing our
country's economic interests. Yet we find ourselves harassed by
certain foreign offices and governments, who make it an "offense"
to be a member of our chamber of commerce. The Arab Central
Office for Boycotting of Israel actually demands that American busi-
nessmen disclose whether they hold membership in our organization.
Resignation from the American-Israel Chamber of Commerce is a
condition for avoiding blacklisting.

Mr. Chairman, with your permission, I would like to submit two
letters which bear this out.

Mr. Asmr y. Without objection.
(The documents referred to follow:)
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M-r. RABB. Many American business concerns have repeatedly
urged the American-Israel Chamber of Commerce & Industry -to
malke manifest their conviction that American business must be
safeguarded from foreign intimidation and restrictive practices. It
is on behalf of such concrete considerations, as well as the basic prin-
ciples of American free enterprise, that we respectfully request this
committee to favorably report the amendment.

Mr. As-LEY. Thank you, Mr. Rabb.
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(The complete statement of Mr. Rabb follows:)

STATEMENT BY MAXWELL M. RABB, PRESIDENT, AMERICAN-ISRAEL CHAMBER OF
COMMEBCE & INDUSTBY, INC.

Mr. Chairman and members of the committee, my name is Maxwell M. Rabb,
of New York City. I represent the American-Israel Chamber of Commerce &
Industry, Inc., in which I serve as national president. The American-Israel
Chamber of Commerce is an independent organization, incorporated under the
laws of the State of New York, with the basic objective of expanding com-
mercial and economic ties between the United States and Israel. Our member-
ship, which is composed of leading American businessmen and firms, is na-
tionwide with active chapters in many of the principal cities in the United
States.

It is in the interest of insuring a continuing growth in American-Israel trade
and commerce that the organization I represent respectfully submits that the
legislation which would amend the Export Control Act of 1949, presently
before you for consideration, should be reported on favorably. We believe that
this proposed amendment will be a valuable aid in the development of American
trade, as it will serve to keep the American business community out of foreign
disputes to which our country and our economy are not a party.

Our organization is not political in purpose. It is not an instrument for
the spreading of nationalistic propaganda. What it is is an independent Amer-
ican association, solely concerned with the building of a healthy commercial
and industrial relationship between two friendly countries.

We are troubled, however, by the fact that in our efforts to develop increased
American exports, we encounter unwarranted foreign intervention that at-
tempts to dictate to American businessmen with whom they shall or shall not
conduct their business.

Unfortunately, this foreign intimidation of the commercial community of the
United States has resulted in the unfair restraint of American foreign trade-
with attendant deep cuts in the amount of our exports. Moreover, a concern
that capitulates to Arab demands, actually serves as the best advertisement
for the intimidation.

We are not advocating any economic reprisals against Arab nations that
seek to coerce American firms to engage in a restrictive trade practice. We
wish for expanded American economic relations with both the Arab nations and
Israel.

The issue is not whether some nations are right in boycotting a third nation,
or whether or not that nation is harmed. The issue is whether we can permit
American firms to be coerced into being parties to a foreign economic war.
The amendment now before you aims to prevent this, and to give U.S. companies
the shield against such involuntary involvement; for obviously any firm can
voluntarily choose to do or not to do business with another firm or country.

It is not generally realized that trade between the United States and Israel
has become a significant factor in the American economy. After Canada, Israel
is the largest per capita customer that the United States has. It is a
matter of record that the average Israeli citizen purchases, annually. $72 worth
of American exports; while the per capita consumption by Americans of Israeli
products is 22 cents per year. Moreover, there is a vastly more favorable
balance of payments for the United States in the trade that exists between
the two countries.

Tiny Israel is absorbing over 30 percent-a figure that is growing with each
passing year--of the total exports to the entire Middle East. Therefore, it is
unfair to permit restrictive trade practices, imposed by Arab countries on
American citizens-on our very soil-to be used against another friendly
nation. An example of one of these unwarranted practices is to be found in
the case of the organization I represent.

We believe that we have done an excellent job in advancing our country's
economic interests. Yet, we find ourselves harassed by certain foreign offices
and governments, who make it an "offense" to be a member of our chamber.
The Arab Central Office for Boycotting of Israel actually demands that Amer-
ican businessmen disclose whether they hold membership in our organization.
Resignation from the American-Israel chamber is a condition for avoiding
blacklisting.
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More than 250 American firms are participating in Israel's economic growth
through the supply of equipment, products, and know-how. As a consequence.
Israel today serves as a proud example of how reciprocal benefits can be
achieved between the United States and a developing nation. This many
faceted investment of industry and good will merits the protection of our
Government.

Many American concerns have repeatedly urged the American-Israel Chamber
of Commerce and Industry to make manifest their conviction that American
business must be safeguarded from foreign intimidation and restrictive prac-
tices. It is in behalf of such concrete considerations, as well as the basic prin-
ciples of American free enterprise, that we respectfully request this committee
to favorably report the amendment.

M r. ASHLEY. Mr. Dreyer ?

STATEMENT OF EDWARD DREYER, ADAMAS CARBIDE CORP.,
KENILWORTH, N.I.

Mr. DRE1TR. My name is Edward Dreyer, a proud constituent of
Congresswoman Dwyer. I would like to leave the statement, that I
have submitted stand as written. I think Mr. Fain and Mir. Rabb
have spoken convincingly of the broad general impact of the Arab
boycott. I would simply like to state the situation of an individual
manufacturer and his experience with the Arab boycott.

We received such a letter several vears ago as a result of our doing
business with a licensee in Israel. WTe ignored the letter, as I think a
majority of American businessmen would, as a matter of morality.
not a matter of expediency. I might add that since our original re-
lationship with the Israel licensee, it has expanded into a joint ven-
ture in Holland which has grown with equal success and we are very
happy and proud as well of our relationship with Israel.

Taking the other side of the coin. what has our relationship been
with the Arab League countries? It. has been virtually nil on the
record. WTe have had no opportunities directly to do business with
the Arab League countries for our products which are generally
used in the metalworking industry and the mining industry and
industry in general. It cannot be just coincidence that we can do
business with just, Israel and not with the Arab League countries.
So certainly this has had an impact. on us. Recognizing perhaps
that the Arab League countries are not as industrialized as Israel,
perhaps uniwittingly we have taken the best of the bargain by choos-
ing to do business with Israel and ignore the Arab League countries.

However, currently we are feeling the impact in a left-handed way.
We are negotiating a very substantial licensing agreement. with a
Moslem country not a member of the Arab League. However, as
Moohammedans. they have a very loose but, nevertheless definite con-
nection with the Arab Learle countries. WTe feel as if we are tread-
ing on eggs in this relationship or in this planned relationship, be-
cause factually, our competitors both here in the United States and
in Europe could make harvest of the fact that Adamas Carbide is
blacklisted, boycotted by the Arab Learle countries. So it is some-
thing we do not rub the noses of our prospective licensee in.

On the other hand, someone might choose to do so, putting us, I
think, at an unfair disadvantage.

'We are planning to do business with an oil-drilling company in
one of the Arab Leaue countries. This we have to do through a
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third party who will extract a pound of flesh on both sides of the
deal, I am sure, putting not only ourselves but our ultimate custom-
ers at a real disadvantage.

I do not think there is anything more I can add, other than that
both personally and selfishly as a businessman, I am opposed to the
effect of the Arab boycott and more broadly as a matter of business
ethics and morality, I think the Arab boycott should be outlawed
in the United States.

Mr. ASHLEY. Thank you, very much, Mr. Dreyer.
(The complete statement of Mr. Dreyer follows:)

STATEMENT OF E. L. DREYER, ADAMAS CARBIDE CORP.

hMy name is Edward L. Dreyer, a graduate of the University of Virginia with
a B.S. in commerce. Have had 4 years of sea duty during World War II, being
honorably retired as a full lieutenant. I am a past national vice president and
director of the Young Presidents' Organization; director and past president of
the Employers Association of North Jersey; as well as being an active director
of three corporations and several nonprofit organizations including the New
Jersey Council on Economic Education, the Boy Scouts, and the Anti-Defama-
tion League.

I joined Adamas on leaving the Navy in November 1945. Then 2 years old,
it had three employees and annual sales of $15,000. We were located in a
2.500-square-foot garage in Long Island City, N.Y. Adamas now has 160 em-
ployees, annual sales at a current rate of $3,500,000, operating from an award-
winning plant in Kenilworth, N.J., and sells its products both in the United
States and internationally. These products are tungsten carbide tools, tips,
dies, wear parts, and powder. Tungsten carbide is the hardest metal made
by man. It is primarily used in the metalworking industry for cutting tools,
mining tools, wire-drawing dies, and an infinite variety of wear parts ranging
from spray nozzles through truck valve lifter disks, since it outwears steel by
as much as 50 times.

About 15 years ago a Texas carbide tool manufacturer came to us with a
problem. He was over a thousand miles from the nearest carbide manufacturer
and was unable to get the delivery and service he required. We worked out
an arrangement whereby we gave him free technical assistance over a period
of years in return for an exclusive contract for his "ready to press" tungsten
carbide powders. This initial license worked out so well that a competitor
of ours bought him out and paid off on our contract.

This experience stimulated our thinking. If a license arrangement could
work out so well within the confines of the United States, perhaps it might be
attractive overseas as well. We had been unable to sell our hard metal end
product in foreign markets due to lower prices based on cheaper labor.

Our first oversea licensee was in Geneva, Switzerland. This licensee con-
tinues to buy his powder requirements from us after the expiration of his
initial 10-year obligation to purchase exclusively from Adamas.

In 1956 we were approached by Mir. Stef Wertheimer, managing director of
Tscar, Ltd., an Israeli firm manufacturing carbide tools. Both they and their
customers were seriously hampered by the long delays and high costs involved
in filling their carbide needs from Western Europe. The original agreement,
arrived at during the stress and pressure of the Suez crisis, has been fulfilled
and renewed for a second term.

Our relations with Iscar have been on a continually satisfactory basis, both
personally and financially. Convinced of their reliability and competence, we
joined with them 3 years ago in a joint venture in Holland. which is operating
profita bly.

Our export effort resulted in our being one of the first companies to receive
the President's E for Export Award in 1962.

About 3 years ago we received a letter from Damascus putting us on notice
that unless we ceased to do business with Israel within a stated period and so
indicated this intention in writing, we would be boycotted in all Arab countries.
The letter and its threat were ignored.

As a native-born U.S. citizen and businessman, I strongly object to this un-
warranted harassment. The whole principle of a boycott of a third country

215



216 REGULATION OF EXPORTS

through the intermediary of the U.S. businessmen involves setting of a dan-
gerous precedent. If allowed to succeed it would invite innumerable oppor-
tunities for other countries to try to injure enemies through economic boycott
threat to American businessmen.

This boycott puts American chambers of commerce and trade associations
into the unpleasant, uncomfortable, and unwarranted position of being the tool
of the Arabs and, undoubtedly other countries in the future, in their interna-
tional disagreements. This is not the normal function of a chamber or trade
association, yet they are pressured by members to perform this distasteful
task.

In this regard, chambers of commerce in Great Britain, Italy, France, as well
as the International Chamber of Commerce, have formally refused to go along
with the demands of the Arab boycott, requiring certification of origin. Here
in the United States, too, as a matter of principle, many chambers have refused
to give this certification.

This lack of uniformity is confusing and imposes obvious difficulties in the
free movement of goods in international commerce. Perhaps most important
of all is the matter of principle involved, which I feel overrides all the valid
justifiable economic bases for a strong stand against the Arab boycott. The
discrimination within the U.S. business community, engendered by this boy-
cott, is improper, immoral, and un-American. A firm rejection by the United
States would do much to further strengthen the moral and ethical fiber of ur
business community.

The above are the general reasons for opposing the Arab boycott. I should
like to relate these to our own specific export business experience.

Adamas has not had an opportunity to knowingly do business with any of
the Arab League members. This undoubtedly puts us at a competitive disad-
vantage, not only against European manufacturers who are active in the Arab
markets, but against other American carbide manufacturers who, for what-
ever reason, have chosen the easy way of going along with Arab pressure.

We have been approached by import-export firms purporting to be a vehicle
for doing business with the Arab League members, wherein our own identity
would be concealed. We have refused to resort to such subterfuge.

The opportunity to engage in negotiations for additional license agreements
in the Arab world, have been made practically impossible by the existence of
this boycott. We feel that if the intimidation were outlawed, and the question-
naires left unanswered, Adamas could successfully offer its services, without
limit, internationally.

I strongly urge this committee to endorse H.R. 627 and companion bills, to
eliminate the undesirable effects, both moral and economic, of the Arab boycott.

STATEMENT OF PARKE W. W. MASTERS, DIRECTOR, AMERICAN-
ISRAEL CHAMBER OF COMMERCE AND INDUSTRY, INC.

Mr. AsmHEr. Mr. Masters ?
Mr. MASTERS. Yes, sir, Mr. Chairman. I have a very brief state-

ment which I am going to introduce for the record. I would like to
read a couple of points.

I am Parke Masters of 29 Norwood Avenue, Summit, N.J. This is
in Union County. We are very proud of Union County and of our
Congresswoman from the Sixth District, 1Mrs. Dwyer, a member of
the committee. We are also proud to have as residents of Union
County, Senator Williams and Senator Case who have introduced
bills in the Senate which are comparable to the bill in the House. I
am appearing today for the American-Israel Chamber of Commerce.
You have already heard from our President.

First, the answers demanded constitute an invasion of business
privacy. Second, the affidavit requested violates American tradi-
tional policy of free trade with friendly nations. Also, to be con-
sidered is the fact that every time an American firm cooperates with
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any foreign boycott, our export trade and our balance of payments
are accordingly diminished.

In this bill, we recognize that the Congress cannot abolish by legis-
lation any foreign boycott. What we are looking at here, it seems to
me, is the mechanic of the boycott that is disturbing to American
business concerns, namely, the questionnaires and affidavits.

Our board has long felt that there must be some means whereby
the U.S. Government can protect its merchants from such harassment.
Federal legislation is necessary because individual business concerns,
large or small, can rarely afford the risk of defying a boycott threat
unless they know their competitors are required to take the same
risk.

Just a brief comment on two of the major objections that have been
raised to the bill. One is that in carrying out the purpose of the
Export Control Act, the United States engages in the same kind of
activity this bill seeks to thwart. I thought our colleague, Mr. Fain,
handled that extremely well. W1e believe this objection is not
analogous, because while the United States seeks to prevent U.S.
products from reaching certain unfriendly nations, our Government
does not use questionnaires and affidavits to threaten foreign business-
men with a boycott in the United States for selling their own na-
tional products to those nations.

Another objection is that nations now engaged in boycott activi-
ties will be angry with the United States if our Government prohibits
the answering of the boycott questionnaires. Our response to this is
that such logic could lead to the conclusion that no law should ever
be passed which might upset the perpetrator of the action the law
is designed to stop.

On behalf of the American-Israel Chamber of Commerce, we
deeply appreciate the opportunity to appear before you and the con-
sideration you are giving to this bill. Thank you.

(The complete statement of Mr. Masters follows:)

STATEMENT OF PARKE W. W. MASTERS, DIRECTOR, THE AMERICAN-ISRAEL
CHAMBER OF COMMERCE AND INDUSTRY, INC.

Mr. Chairman and members of the committee, I am Parke Masters. of 29
Norwood Avenue, Summit, N.J. I have worked in the field of international
trade since 1940 and today have the honor of representing the American-Israel
Chamber of Commerce. We are grateful to this committee for the opportunity
to testify in favor of H.R. 627 and companion bills.

The American-Israel Chamber of Commerce is a national organization with
regional chapters in New Jersey, Pennsylvania, Michigan, Ohio, Illinois, and
California. Our membership includes almost every U.S. company trading in
the Middle East. The main purpose of our organization is to foster the grow-
ing trade between the United States and Israel which now buys 30 percent of
all U.S. products sold in the Middle East.

Realizing that this committee is fully informed on the background and prac-
tices of current boycott operations, my testimony concentrates on the value of
H.R. 627 to the business community.

Our members have two principal objections to the questionnaire put out by the
Central Office for the Boycott of Israel. First, the answers demanded constitute
an invasion of business privacy; and, second, the affidavit requested violates
America's traditional policy of free trade with friendly nations. Also to be con-
sidered is the fact that every time an American firm cooperates with any
foreign boycott, our export trade and our balance of payments are accordingly
diminished.
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Our board has long felt that there must be some means whereby the U.S.
Government can protect its merchants from such harassment. Federal legisla-
tion is necessary because individual business concerns-large or small--can
rarely afford the risk of defying a boycott threat unless they know their com-
petitors are required to take the same risk.

Passage of H.R. 627 will put a "Return to sender" stamp on the question-
naires and affidavits of every foreign boycott; and thus make clear that the
U.S. Government will not permit its citizens to be harassed.

One would think that a bill which protects the privacy of our domestic busi-
ness affairs-and which enables our businessmen to keep free of entanglement
in foreign boycotts-would, on its own merits, be assured of endorsement.
Nonetheless, fears have been expressed about H.R. 627.

We have studied the main objections and wish to comment as follows:
Objection No. 1. In carrying out the purpose of the Export Control Act, the

United States engages in the same type of "boycott activity" this bill seeks to
thwart.

Response. We believe this objection is not analagous because while the United
States seeks to prevent U.S. products from reaching certain unfriendly
nations-our Government does not use questionnaires and affidavits to threaten
foreign businessmen with a boycott in the United States for selling their own
national products to countries on our restricted list.

Objection No. 2. If we pass this law-other nations may follow suit.
Response. This objection is difficult to understand. Other nations can pass

a similar law any time they wish.
Objection No. 3. The nations now engaged in boycott activities will be angry

with the United States if our Government prohibits the answering of their
boycott questionnaires.

Response. Under this logic no law should ever be passed which might upset
the perpetrator of the action the law is designed to stop.

In conclusion, our chamber strongly hopes that an amendment to the Ex-
port Control Act--embodying the substance of H.R. 627 and companion bills-
will be approved by this committee and enacted by this Congress. By so doing,
the members of this committee and the Congress will deserve the gratitude of
every citizen.

M\r. ASHIY. Thank vou. Mir. 'Masters.
MIr. Gallagher, do yvo have any statement you wish to make?

STATEMENT OF JAMES J. A. GALLAGHER, MERRITT-CHAPMAN
& SCOTT CORP., NEW YORK, N.Y.

3Mr. GALLAGHER. I think I had better explain my position. I am an
attornev from New York City. I am a member of the same group
of which MAr. Shea, to whom you referred earlier, is a member. One
of our clients is the AMerritt-Chapman & Scott Corp.. and it was the
intent of Merritt-Chapman & Scott Corp., to have one of their people
testify here today. It is his statement which would appear in the
record. A review of his record will indicate the fact that our client
strongly shares the feeling that has been evidenced by the speakers,
and I feel there is nothing I can add at this time.

Thank you, MIr. Chairman, for the opportunity to appear here.
AMr. ASHLEy. Thank you, Mr. Gallagher.
(The statement referred to follows:)

STATEMENT BY MI. MYLES C. MCGOUGH, EXECUTIVE VICE PRESIDENT, MERRITT-
CHAPMAN & Scorr COBP.

Mr. Chairman and distinguished members of this committee, my name is
Myles C. McGough. I am the executive vice president of Merritt-Chapman &
Scott Corp., 277 Park Avenue, New York, N.Y. Merritt-Chapman & Scott Corp.
is a diversified industrial corporation which is engaged, among other activities. in
the heavy construction business. Founded in 1860, the company has built
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numerous dams, bridges, highways, factories and other major projects in the
United States and in many foreign countries.

I appreciate the opportunity of appearing before this committee on behalf
of Merritt-Chapman & Scott Corp. to testify in favor of H.R. 627.

My company strongly believes that the proposed legislation will help protect
American concerns from the damaging and humiliating practices employed by
certain foreign countries, which seek to use American industrial and business
concerns as pawns in their economic warfare against other countries friendly
to the United States.

One of the outstanding examples of this type of restrictive trade practice is
the so-called Arab boycott of Israel, which seeks to compel American concerns
not to do business with Israel, a country that has traditionally been friendly
to the United States. It constitutes an invasion of the fundamental rights of
American citizens, and has been branded-very correctly in our opinion-a
form of "international blackmail."

As this committee may already be aware, one of the devices used by the
Arab boycott is to blacklist American concerns which do business with Israel,
or which are disapproved by the Arab League for other reasons. American
concerns are subject to the Arab boycott, for one thing, if they fail to cooperate
with the boycott office by answering questionnaires and furnishing affidavits and
undertakings.

Merrit-Chapman & Scott Corp. has been directly affected by this boycott since
1958. I accordingly feel that a brief review of our own experience will aid this
committee in gaging the nature and effect of the restrictive trade practices
which are condemned by the proposed bills.

Our company first learned that Merritt-Chapman & Scott Corp. had been
blacklisted by the Arab Boycott Office via a brief Associated Press dispatch
from Damascus that appeared in the New York Times of November 13. 1958.
This was the only indication we had that our company had been blacklisted.
We never received any official communication to this effect, nor were we ever
given any reason for the action of the boycott office.

We can only assume that our company was blacklisted because Merritt-
Chapman & Scott Corp. had constructed a papermill at Iladera, Israel, in the
years 1951-53 for the American-Israeli Paper Mills, Ltd., and were managing an
expansion project for the same mill in 1958. We have also received some
roundabout, unofficial indication from certain Arab sources that our continued
blacklisting may be due, at least in part, to the fact that some of the officers
and directors of our company are of the Jewish faith.

As a result of the Arab boycott, Merritt-Chapman & Scott Corp. has been
effectively barred since 1058 from seeking or accepting any construction work in
any of the 12-member countries of the Arab League. We have no way of telling
how much business this may have cost our company.

In two instances since 1958 our company wavs approached by potential cus-
tomers with regard to construction projects in Arab League countries (Saudi
Arabia and Kuwait), but were then precluded fromn submitting bids because of
our blacklist status. In each instance, there were unofficial indications that
we might be able to avoid the effect of the blacklist and obtain the contracts.
However, a study of the situation convinced us that we would be at the mercy
of the local boycott offices and that any contract we entered into might sud-
denly be broken off at the whim of some local boycott official.

In the two instances I have mentioned, the potential customers were evidently
not aware when they initiated their approach to Merritt-Chapman & Scott Corp.
that our company was on the Arab boycott blacklist. We have no way of telling,
of course, how many other potential customers did not even trouble to con-
tact us because of our being blacklisted, or how much business our company
could have obtained had we been able to seek work on our own initiative.

Beyond the adverse effect on our business operations, the point our com-
pany wishes to stress is that such foreign boycotts represent a discriminatory
invasion of the basic rights of American citizens and that the national interest
requires our Government to institute protective action. It may be that we
cannot entirely prevent a sovereign foreign government from imposing a boycott
or blacklist of American businessmen. There is no reason, however, why our
Government should not do everything in its power to make it difficult for such
a boycott to function effectively.

IMy company believes that the proposed legislation is a step in the right di-
rection in that it will, in effect, make it unlawful for American concerns to
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cooperate with the unilateral boycott efforts of foreign governments. Prohibit-
ing American businessmen from answering the boycott questionnaires of for-
eign governments, and giving the affidavits and undertakings demanded of them,
will make it much more difficult for these foreign governments to enforce their
restrictive trade practices. It will also make it easier for American businessmen
to take a determined stand against this type of international blackmail. I am
sure that this committee is aware of a number of recent cases where a firm
and uncompromising stand by an American concern has compelled the foreign
government in question to withhold or limit its boycott measures.

As a longtime victim of a foreign boycott, Merritt-Chapman & Scott Corp.
urges the passage of H.R. 627. We believe that such legislation will have the
effect of limiting existing boycotts of American businessmen and deterring fu-
ture boycotts of a similar nature which might be contemplated by other countries.

Thank you for permitting me to express my company's views in this matter.

STATEMENT OF FRANK D. FLAGG, VICE PRESIDENT OF SALES,
REVLON INTERNATIONAL CORP., NEW YORK, N.Y.

Mr. ASHLEY. Mr. Flagg, do you have something ?
Mr. FLAGG. Thank you, Mr. Chairman.
Gentlemen, my name is Frank D. Flagg, I am vice president of sales

for Revlon International Corp., a wholly owned subsidiary of Revlon,
Inc., of New York and I have requested permission to appear here to-
day in support of H.R. 627 and its companion, S. 948.

My complete statement is submitted for the record. I would like to
boil it down to two comments in that statement.

As an American business concern, we are opposed to the principle of
boycotts and do not wish to become a party to any boycott activity by
any foreign nation against another foreign nation.

As I said at the outset, our interest is in the promotion of foreign
trade and the encouragement of free enterprise in free markets. *We
are not concerned with and do not intend ever to become a party to any
of the political affairs of the nations in which we do business.

The enactment of this legislation will guarantee all American busi-
nessmen that they can continue to promote oversea trade free of such
political involvement. We support this measure and respectfully urge
this committee to give it its favorable consideration.

Thank you for the opportunity of appearing before you in order to
present these views.

Mr. ASHLEY. Thank you.
(The complete statement of Mr. Flagg follows :)

STATEMENT OF FRANK D. FLAGG, VICE PRESIDENT OF SALES, REVLON
INTERNATIONAL CORP.

Gentleman, my name is Frank D. Flagg, I am vice president of sales for Rev-
lon International Corp., a wholly owned subsidiary of Revlon, Inc., of New York,
and I have requested permission to appear here today in support of H.R. 627 and
its companion, S. 948.

Revlon International is in the business of producing and marketing cosmetic
and toiletry products for markets throughout the free world. As a business con-
cern, we are engaged in the export and sale of Revlon products that are produced
both within the United States and at Revlon factories in various foreign nations
or territories.

As an American business concern, we are opposed to the principle of boycotts
and do not wish to become a party to any boycott activity by any foreign nation
against another foreign nation.

Our interests are to promote free trade in a competitive market.
The proposed legislation before this committee would assure our company and

hundreds of others like ours of a necessary safeguard from the unjustified en-
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croachment upon its business activity by governments who would attempt to in-
fluence our internal business policies through the imposition of restrictive and
discriminatory measures.

We do not believe that our free marketing activities should be subjected to
such pressures, enabling foreign governments to utilize our company as a
tool in the furtherance of their own foreign policies.

By the Congress providing that all U.S. business firms be prohibited from
taking any action, including the furnishing of information or the signing of
agreements which would have the effect of supporting the restrictive trade
practices of one foreign nation against another foreign nation friendly to the
United States, all American firms are protected from an unwarranted intrusion
and disruptive influence upon the formulation of their oversea business practices.

The bill before this committee simply assures all American businessmen of
the backing of the U.S. Government in their refusal to wittingly become a
party to any practice by a foreign government that might be considered ad-
verse to another foreign nation that is friendly to the United States.

This safeguard, permits American businessmen doing business overseas, the
assurance that they will not be placed at a competitive disadvantage in re-
sisting attempts toward political involvement in the affairs of foreign nations.

As I said at the outset, our interest is in the promotion of foreign trade and
the encouragement of free enterprise in free markets. We are not concerned
with and do not intend ever to become a party to any of the political affairs
of the nations in which we do business.

The enactment of this legislation will guarantee all American businessmen
that they can continue to promote oversea trade free of such political involve-
ment. We support this measure and respectfully urge this committee to give
it its favorable consideration.

STATEMENT OF JOEL R. JACOBSON, PRESIDENT, NEW JERSEY
STATE INDUSTRIAL UNION COUNCIL OF AFL-CIO

Mr. AVHIEY. Air. Jacobson ?
Mr. JACOBSON. Thank you, sir. I have a very brief statement to

submit. I will present a full statement to the committee later on.
Mr. AsHIEy. Your full statement will appear with the others at

that point in the record.
Mr. JACOBSON. My name is Joel R. Jacobson. I am president of

the New Jersey State Industrial Union Council of the AFL-CIO.
I am particularly grateful for this opportunity to appear before this
subcommittee, particularly in the presence of Mrs. Dwver of New
Jersey and Mr. McGrath of New Jersey, whom we consider to be a
fine example of New Jersey's bipartisan congressional diligence.

I speak as a trade unionist, not. as a businessman. I am happy to
point out that unlike any myths that have been spread, there is no
Hatfield-McCoy feud between businessmen and labor where we shoot
each other on sight. As a matter of fact, I am happy to appear as a
trade union leader in support of the statements presented by business-
men, and as a trade union leader of some 25 years' experience, I
consider there are three reasons to support this particular amendment.
I would like to take about 1 minute on each of the reasons:

The first is moral, the second political, the third is economic.
I find that the U.S. policy is highly inconsistent and inflicts a double

standard. As a trade unionist, I feel this somewhat strongly, because
the United States imposes restrictions upon American workers in its
domestic policies, that it is unwilling to impose upon hostile nations
in its foreign polices. I speak to you modestly as an expert upon the
Taft-Hartley law. The Taft-Hartley law prohibits workers from pur-
suing secondary boycotts as a domestic trade union activity. But the
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State Department refuses to support legislation to curtail, and thereby,
I infer it does support the secondary boycott instituted by Arab nations
against any American firms which maintain commercial relations with
Israel. This is not the time to discuss the repeal of the Taft-Hartley
law, but it does appear important to me to point out that we should be
consistent.

Mr. ASHLEY. I do not think you want to pay that price for con-
sistency.

Mr. JACOBSON. We have a moral objection to a policy which punishes
not the evildoer but the victim. The refusal to enact the antiboycott
legislation would be such an instance. I would like to call on one of
our wise old trade unrion leaders to point up what I am trying to say.
The policy here is a classic repudiation of the wise advice which Samuel
Gompers passed on to the trade union movement at the beginning of
the century. The State Department seems to be intent upon the policy
of reward your enemies and punish your friends. The policy it fol-
lows in this instance bolsters the predatory purposes of the United
Arab Republic, a hostile nation which is friendly to the Communist
bloc and imposes sanctions and hardships against Israel, a friendly
nation which is hostile to the Comunist bloc. It appears to me to
be highly inconsistent with the other positions taken by our U.S. Gov-
ernment, where we are not neutral in the face of evil in Saigon or
Santo Domingo. VWhy should we be neutral here? I submit if it is
proper and moral and right to confront evil in the Far East, it is
equally moral and right to confront evil in the Middle East.

I would like to take a minute to discuss the economic effects upon us
as trade union leaders, workers, and as members of the American
community. The primary reason for a trade union's existence is the
interest of its members; and that means jobs. In our State of New
.Jersey, we have some severe problems caused by the migration of in-
dustry from our State to low-wage areas of our Nation. Other prob-
lemns of unemployment have been caused by automation.

The need for industry and jobs, of course, is a joint mutual problem
that I am happy to associate with businessmen. It requires the ex-
pansion of markets to provide jobs, and as a matter of principle, the
trade union movement has always opposed the "Buy American" cam-
paigns, despite the fact that it has a very demagogic and sometimes
popular appeal. We reject it because we reject the principle of isola-
tionism, both on a political and economic basis, and as a matter of
sound practical business. WTe gain more from our foreign trade than
we lose.

I would like to point out that the impact of this boycott is to cause
a situation precisely the reverse, and that this will adversely affect
jobs. Throughout this city today, there are hundreds of trade union
leaders from the Seamen's Union who are picketing various agencies
of the Government in protest of the maritime industries' actions with
regard to American-flag ships. I would point out that the impact
of this boycott also adversely affects the use of American-flag ships
and therefore, of course. economic opportunities for American workers
to work. I would ask you gentlemen and lady of the Congress to
question the wisdom of a subsidy of $200 billion annually, or a total
of $11/3 billion since the program started, for subsidies to American
ships if you on the other hand support policies which would make it
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more difficult for American ships to ply the seas and for American
workers to work on them. In New Jersey, there are a large number
of chemical, pharmaceutical, and petroleum plants that cannot sell
to a steady customer today, Israel, because of this bovcott. This again
affects the employment opportunities of our members.

Furthermore, New Jersey is entitled to a foreign trade zone, and
efforts are being generated to achieve this particular goal within our
State. But if the agents for Israel goods using the zone were to be
subject to the Arab boycott, the entire zone could be blacklisted as a
result of this boycott.

So I want to join with the representatives of business here to indi-
cate to you that as a trade union matter and as an American matter,
it is our opinion that this particular amendment should be passed.

Thank you very much.
Mr. Asma.Y. Thank you very much for your very precise state-

ment, Mr. Jacobson.
Mr. Glasser?

STATEMENT OF HAROLD GLASSER, VICE PRESIDENT AND
SECRETARY, KAYSER-ROTH CORP.

Mr. GLAssER. My name is Harold Glasser. I am vice president and
secretary of the IKayser-Roth Corp. I appreciate this opportmnity to
appear before the Subcommittee on International Trade of the Bank-
ing and Currency Committee in support of H.R. 627 and companion
bills, to amend sections 2 and 3(a) of the Export Control Act of 1949.

I would like to say initially that the success of the Kayser-Roth
Corp. is in itself a tribute to American democracy and opportunity,
and interestingly, we actually do not do business with Israel, although
we do some business with members of the Arab bloc. We feel that
it is a matter of obligation for American companies to support the
principles upon which our way of life is founded and that is the reason
I appear here today. The enactment of this bill into law will help
put an end to practices which affect the ability of U.S. companies, such
as Kayser-Roth Corp., to engage in foreign commercial activities.
These practices are diametrically opposed to principles of freedom
historically supported by the United States.

The proposed bill would prevent the discriminatory practices exem-
plified by the Arab boycott of Israel. In furtherance of its boycott,
Arab States have required companies trading with them to furnish
information with respect to their commercial dealings with Israel.
The purpose is to discriminate against companies having commercial
ties with Israel, or by the threat of loss of trade, to intimidate such
companies into ending their commercial ties with Israel.

The proposed bill would frustrate the ability of the Arab States to
use such threats against American companies for the purpose of en-
forcing a discriminatory boycott against Israel and other countries, as
well.

This result would be beneficial to all American companies, enabling
them to engage in commercial activities free of intimidation.

It might be argued that the proposed bill should not be enacted since
this country engages in restrictive trade practices against Communist
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countries, particularly Cuba and China. It should be noted, however,
that U.S. trade restrictions only apply to domestic products and com-
panies, and are not intended, nor do they apply, to foreign companies
or foreign products. This is evidenced by the fact that the U.S. pro-
hibition of trade with Cuba has not prevented Canadian, English, and
companies of other countries from dealing with Cuba. The prohibi-
tion of the Arab States is not limited to Arab nationals and prod-
ucts, but applies to foreign nationals and products.

To the extent that the policy of the United States as disclosed by
the proposed bill has the effect of reducing or eliminating restrictive
trade practices of the type followed by the Arab States, then, in
addition to permitting free commercial activities, the bill will sub-
stantially advance American principles of freedom and in turn, our
goal of world peace. Thank you.

Mr. ASHLEY. Thank you, very much, Mr. Glasser. Mr. Weinstein ?

STATEMENT OF AARON M. WEINSTEIN, BLOCK DRUG CO., JERSEY
CITY, NJ.

Mr. WEINsTEIN. I will take 1 minute. We are engaged in the
manufacture and distribution of drug and pharmaceutical products
and specialty products for dental health, with our main plant in Jersey
City. We have other plants in Memphis, England, Canada, and
Belgium.

Our business has been based on the age-old principle of creating a
demand for our products and supplying the goods to fill the demand.
We do business with virtually every country in the world.

In doing business with the so-called Arab bloc nations, we have for
many years been compelled to sign certificates or swear to certifications
that our products were not of Israeli origin. Making this mere state-
ment of fact would cause us no difficulty since it is a true statement of
fact. The origin of our products is the United States of America.

However, when the requirement for such a certification is, in fact,
a weapon to be used by one party to a controversy to assault economi-
cally and politically the other party to that controversy, we literally
become an accessory to that assault by signing these certifications.

As American business people, we should not have to do this.
Thank you.
(The complete statement of Mr. WTeinstein follows :)

STATEMENT OF AARON M. WEINSTEIN, BLOCK DRUG CO., NEW JERSEY, N.J.

Mr. Chairman, members of the committee, thank you for giving me the
opportunity to appear before you in support of the proposed legislation presently
before Congress which would, in effect, uphold the dignity of American com-
panies which do international business.

Block Drug Co., Inc., of which I am vice president, has been established for
over 60 years and is engaged in the manufacture and distribution of drug and
pharmaceutical products and specialty products for dental health. Our main
plant is located in Jersey City and we have manufacturing plants in Memphis.
England, Canada, and Belgium. Our products are sold in virtually every country
in the world.

Naturally, many of our products in foreign markets are in competition with
similar products of both U.S. and foreign origin but in this respect, the situation
is not unique. Our foreign business has been built on the age-old principle of
creating a demand for our products and then supplying the goods to fill that
demand.

224



REGULATION OF EXPORTS

In our normal international trade practices, we do not object at all to furnish-
ing certifications of origin. Any importing country is entitled to reasonable
assurances as to the country of origin of its imported products and of the full
identity of the manufacturer.

In doing business with the so-called Arab bloc nations, we have for many years
been compelled to sign certificates or swear to certifications that our products
were not of Israeli origin. Making this mere statement of fact would cause us
no difficulty since it is a true statement of fact. The origin of our products is
the United States of America.

However, when the requirement for such a certification is, in fact, a weapon
to be used by one party to a controversy to assault economically and politically
the other party to that controversy, we literally become an accessory to that
assault by signing these certifications. We should not be placed in this position.
Political difficulties between nations can and should be resolved by established
orderly procedures. As American business people, we should not be compelled,
with the sanction of our own Government, to become a party to this controversy.

The pending legislation would achieve the purpose of removing the dilemma
which we face each time we ship goods which require this negative certification.
All we, as American business people seek, is an assurance from our own Gov-
ernment that we need only observe the normally accepted practices of inter-
national trade. Comparatively, our business is a small one and we stand to
gain from this legislation. In refusing to comply with boycott demands, we
could fall back on this Government regulation as our reason for refusal.

The proposed regulation would remove the requirement imposed on us by
foreign nations to do something we do not want to do for the privilege of
maintaining our right, as American business people, to do an international busi-
ness on our products.

Mr. AsnLEu. At this point, I think it would be appropriate to have

-questioning from the members of the subcommittee to any member

of the panel he may wish to question.
Mr. Halpern?
Mr. HALPERN. I will temporarily yield to our distinguished col-

league from Rhode Island.
Mr. ST GERMAIN. Thank you.
Mr. Fain, you, I think, are familiar with the testimony that has

been presented by previous witnesses and I would ask you a few

questions on that testimony rather than that which you gave this

morning, which I think was very clearcut, and very demonstrative.
First, in your opinion, would the adoption of the amendmelitnt in-

tensify the boycott?
Mr. FAIN. This, gentlemen, is a matter of opinion that can be partly

.based on general principles and partly on fact. The general principle

is that nations and firmns trade for benefit, thev do not trade for enmo-
tion and sentiment. The Arab countries deal with American finrms

because it is to their benefit to deal with them and they try to prevent

these firms from dealing with Israel so that Israel does not get a com-
parable benefit. If the Arab firms did not want to deal with Americans
at all, they are not required to deal with us; they deal with us because
they want to. The proof of this has been well documented in the

booklet which I referred to before, which is available to all the mem-

bers of this committee. A number of firms, particularly large ones,

outstandingly, of course, the Chase National Bank, Hilton Hotels,

Sheraton Hotels, have defied openly the boycott and have made let-

ters public, and are still doing business with the Arab bloc. We know

that this thing is sometimes carried to extremes. The Arab bloc re-
cently tried to boycott Prince Philip and when it was called to their

Attention that this was rather a silly thing to do, they apologized.
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I think there is another example that is related to this. It is that of
Aramco, the Arabian-American Oil Co. The Arabian-American
Oil Co., as you all know, does considerable work on the Arabian
Peninsula, and for years-and these facts were uncovered by the New
York Commission on Human Rights--they not only did not permit or
seek Jewish employees for possible service in the Arabian Peninsula,
but they screened out Jewish employees from their New York offices
even though these were ordinary employees who it would be unlikely
would ever be sent to the Arabian Peninsula. They did this under pres-
sure, a boycotting pressure of the Arab States, directed against not
Israelis but Jews. When the New York State Commission found these
things to be the facts, they ruled and Aramco, I am told, agreed, first
that they would not ask about religion and would not screen out Jewish
employees, either for the New York office or for possible service on
the Arabian Peninsula, but that if the Arab State involved refused to
give the visa, that would be the jurisdiction of the Arab State, but that
Aramco, the company operating in New York City, would not act as
an agent of a foreign power by screening out people on the basis of
religion.

We all know that there has been no deterioration in the relationships
between Aramco and those countries; for the reason that these coun-
tries need Aramco.

I think that if the Arab States, who are part. of the boycott league,
had other means of intensifying the boycott, they would' intensify it.
They would not wait for this Congress to pass this simple bill to in-
tensify the boycott.

M\r. ST GERMIAIN. Second, and any of you can address yourself to
this question, because I think it is important for the information of the
committee members--how would the passage or the adoption of this
amendment be effective in protecting our U.S. businessmen?

Miss BRA-.LErTE. Really, I am not well versed in all these political
things, but I do know that it is wrong not to be able to buy where you
want,, where you can get the best merchandise, and where you can sell it
at a profit. I think that in my case, my business in Israel has been
profitable and pleasant and I want to continue it, as I stated in this
letter. I think it is more of a moral problem with me than anything
else--at least, that. is what I understand best. It is a strife that they
have over there between the countries.

Mr. ST GERMAIN. *We realize that. However, I think the important
point or question is, the argument has been made by opponents of this
amendment that should the amendment be adopted a certain freedom
of choice which they say now exists would then be eliminated totally
and completely and as a result thereof, this would work more of a
hardship on our American businessmen.

Mr. FAIN. The purpose of the amendment obviously, Mr. St Ger-
main, is to take away from the American businessmen that pressure
that he has to make a choice between one or the other, and give him the
opportunity of doing business with both, which is the way American
business has always been conducted.

But let me make it clear, because at yesterday's hearing there seemed
to be misunderstanding. There seemed to be a misunderstanding that
if this bill-when this bill will be passed, American businessmen will
not be able to trade with the Arab countries. Well, this is nobody's
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intention; and there is no reason why they should not trade with the
Arab countries unless the Arab countries on their own simply want to
cut off all trade with all American business, and that is a highly un-
likely situation.

But the whole purpose of this bill is to take the American business-
man away from this dilemma, where he has to say, "I have to give
up some business"--and put him in the position where he can say: "No-
body is going to sandbag me; I am going to be able to do business with
both sides."

Mr. ST GERMAIN. I believe Mr. Dreyer wishes to address himself
to this.

Mr. DREYER. I think I am just going to be substantially repeating
Mr. Fain. But I would just like to say that it is my understanding that
the United States has always espoused a free enterprise, free com-
petitive situation and I think our company and every other company
represented here wants to compete on the basis of the quality of our
merchandise, the price at which we sell it, the service which we can
render a potential customer. We do not want to be judged by our re-
lationship with Israel or any other country.

Mr. ST GERMAIN. Lastly, Mr. Chairman, the Department of Com-
merce and the State Department both had witnesses appear before the
committee. In both instances, both Departments agreed that the par-
ticular questionnaires involved and certificates required are immoral,
they are despicable and everything else. And yet, they have appeared
before us and testified against the adoption of this amendment. I
would ask the businessmen here today-and parenthetically, I think
I should add that they also testified that to the best of their knowledge,
there were no business people who wished the adoption or desired that
this amendment be adopted. I think that the panel here today con-
tradicts this particular contention.

However, going back to the fact that they all abhor, both agencies
abhor the situation, if that be the case, and considering the arguments
that have been made, would anyone care to comment on this point?
That is, why, really and truly, are these agencies or departments in
opposition to this amendment?

Mr. GETTYr. Would the gentleman yield ?
Mr. ST GER.rAIN. Yes.
Mr. GErTYS. Under the theory you are talking about, why should

we not abhor all the immoral practices of all the countries of the
world? lWhy should we not sit in the Congress of the United States
and legislate against the immoral practices of every country in the
world .

Mr. ST GERMAIN. I think we make our position clear in just about
each and every instance.

Mr. ASHIEr. Would the gentleman yield ?
Mr. ST GERMAIN. Certainly.
Mr. ASHLEY. I think we can discuss that between us in executive

session and will undoubtedly do so-discuss our own views with re-
spect to this problem. I would think, my good friend from Rhode
Island, whom we so highly respect, when we ask members of the panel
if they would care to comment on why the State Department or the
Department of Commerce takes the position it does, it seems to me we
are asking them to impute motives and reasons and rationale that is

48-042-65-16
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perhaps outside their scope. They are perfectly competent to describe,
their own motive, or motives, but I think they might feel they are not
quite competent to answer the question you put to them.

Mr. ST GEIMAIN. That is perhaps so, Mr. Chairman. However,.
when we go back to the testimony by those departments, as I recall it,.
they were speaking for the American businessmen and here we have
the American businessman. Perhaps they in their experience might
know of some reasons that have not been brought out or that we are
not aware of, since we are not engaged in this problem.

Mr. ASHLEY. I think you are entirely right on that. I think if they
care to direct, their comments on that part of the testimony, they may.

Mr. ST GERMAIN. Mr. Masters?
Mr. MASTERS. Sir, when we came down a fortnight ago to call on

Secretary Connor and explain the bill and ask for support, the day
following that meeting, Mr. Fain and I had a private session with
two officials of the State Department. In that session on which I have
notes, we explained to them that the last thing in the world that we
would propose is anything that would be onerous or burdensome to
the administration; that our purpose, besides giving aid to business-
men, was to provide a 'boom, not a burden to the Department of State
and the Department of Commerce. In this way they have said on sev-
eral occasions that they are concerned. when American businessmen:
such as, we come to them with these questionnaires and say, "Wllat
do we do now; will you give us advice?" The official advice has always.
been: We neither condone nor like the boycott as it is practiced against
Israel. But we cannot advise you; you have to work this out for your-
self.

We felt that passage of this measure would put a "return to sender"
on every questionnaire, every affidavit, every mechanic of any boycott
office. This is not an anti-Arab bill as many people try to interpret it.
This is a pro-American bill. A probusiness, a prolabor, a procitizen
bill. There is no malice against tile Arab States in this.

But it seems to me it would be of great help to the State and Com-
merce Departments to be able to advise people asking about how to
treat the questionnaires. Under the Export Control Act, you can say
"Sorry, I would like to help you, but this is against. the policies of our
Government," and send the questionnaire back. We hope that with
the passage of this act they will stop sending the questionnaires, stop
wasting the postage, and American businessmen will be free to do what
they like.

Mr. ASHLEY. Do any members of the panel who have not been heard
from care to comment.

Go ahead, Mr. Fain.
Mr. FAIN. At that same conference at. the State Department 2 weeks

ago, Mr. Masters asked the people there whether they had received
any complaints from the Arab country embassies about this pending
legislation and we were told that none had been received, which we
were all pleased to learn. But while it is true as Mr. Masters has just
said that this is not an anti-Arab bill but a pro-American business
bill, it probably lingers in the minds of people who have learned to be
very sensitive to implications and involvements, such as the people in
the State Department, that it may be interpreted as an anti-Arab bill
by some and, therefore, it might create some sensitivity in their nego-
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tiations and discussions on other matters with members of delegations
from Arab States.

I would like to suggest something that I suggest not in a whimsical
vein but with an unusual approach, not strictly business, but I think
which might have some pertinence here. The people of the State
Department are in a sensitive position, more than perhaps the people
at Commerce, because they are dealing with everybody and want to
be friends with everybody. In the 12th century, there was a great
religious philosopher, Maimonides, and his two principal works, which
very few people take the trouble to read thoroughly, contain remarks
which other religious philosophers found hard to understand. The
-best explanation has been that Maimonides wrote two ways. He was
a Jewish philosopher and was writing in Arab countries in Arabic
and was writing for the common people, not for the intelligentsia, so
he had to tailor his writing to the common people of Judaism, who
were not the intelligensia, and the general Arabic community. So
the analysis that has been made by modern scholars is that Maimonides
wrote in two ways: he wrote so that -he who runs and reads will not
be offended at Maimonides, but that the real meaning of what Mai-
monides wrote would be known only to those deep scholars who could
see through it.

This I assure you, Mr. Chairman, and lady and gentlemen, I am not
creating. This is a philosophical-religious criticism of Maimonides'
work. iJut mv sincere hope is that the )osition of the State l)epartnmert
is this: My- sincere hope is that tlhey would like very much in their
hearts to see this bill passed but that they are in a difficult position-

Mr. CABELL. Mr. Chairman, that is ex parte speculation. I do not
believe it is pertinent to this inquiry.

Mlr. FAIN. Oh1, absolutely.
Mr. ASHLEY. He is giving his opinion, Mr. Cabell.
Mr. FAIN. It is strictly my opinion. I have not discussed this with

anybody at any time. I am saving this now for the first time. I have
never discussed this. I would hope

Mr. ASI-ILEY. If the gentleman would withdraw his statement?
Mr. CABELL. I think he hopes that they were and not have reason

to believe that they are.
Mr. FAIN. No, I would hope. I have no reason to believe; they

have not told me that they find themselves in a position where this
is the politic and tactical thing to do. Yet Congress has the right to
overrule them. It may even be that if Congress does overrule them it
may even be saving them from embarrassment.

Mr. AsHLEY. We like to save the administration from time to time,
Mr. Fain, and do it with some regularity, I think.

Mr. FAIN. You have in the past, sir; I know.
Mr. ASHLEY. I have a question I would like to put to Mr. Dreyer.
The situation that you describe is an interesting one. Your firm

started as a very small one some years ago and grew in a most re-
spectable fashion. It began to do business with Israel concerns.
You received several years ago a letter from the 'Arab League to
which you did not respond. You have continued your commercial
relationships with Israel concerns. You now find yourself in a posi-
tion of having a commercial venture in an Arab State-

Mr. DIREYE. Moslem state, not Arab.
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Mr. AsHLEY. Not in the Arab League, but in a Mohammedan
country ?

Mr. DREYER. Yes.
Mr. ASHLEY. And you say you are walking on eggshells a bit. If

this legislation is passed, you will still be walking on eggshells, will
you not?

Mr. DREYER. Yes; I think in a sense, except that it will not be as
much of an instrument against us as it exists now, with our name being
publicly proclaimed as being blacklisted by the Arab League. If this
blacklist is eliminated, it won't be flaunted in front of Moslem
countries.

Mr. ASHLEY. The question is-the real point is: Does this legisla-
tion go to the blacklist ?

Mr. DREYER. I beg your pardon ?
Mr. ASHLEY. The legislation before us would in no way, nor could

it, nor does it have as its objective, the elimination of the blacklist
Is this not true?

Mr. DREYER. I would say inevitably, as you prevent additional
names going on the blacklist, the blacklist would then become anti-
quated and so inaccurate as to become meaningless.

Mr. ASHLEY. The meaning of the boycott. is quite clear to us all. It
stems from the hatred of the Arab States for the State of Israel. If
this legislation passes, the hatreds will not thereby be diminished. Is
this not true?

Mr. DREYER. Yes, sir; but the blacklist will not remain a matter so
much of public record and note.

Mr. ASHLEY. But the fact is that the Arab League does knlow of
your transactions with Israel. Is this not so?

Mr. DREYER. It is.
Mr. ASHLEY. And knowing that you are engaged in commercial

ventures with Israel concerns, would you not suppose that they would
continue their efforts against you insofar as their influence can be
brought to bear?

Mr. DREYER. I think, respectfully, it is a matter of publicity rather
than a matter of fact. The knowledge of our doing business with
Israel might be possessed in some file in Damascus. But as long as this
is not made a matter of circulation and publication, which it probably
would not be a year or two hence as no new names were added and
-names possibly might be deleted which are presently on there, I think
the whole effectiveness and the whole accuracy of the list would dimin-
ish to the point where it could no longer be used as a tool.

Mr. ASHLEY. Let me ask a hypothetical question: What if you had
an opportunity to enter into a commercial venture with an Arab
State that was tenfold in terms of your participation in your ventures
with Israel concerns? Would you like to be barred by law from mak-
ing the decision to enter into the Arab transaction rather than the
Israel transaction?

Mr. DREYEn. I think you are asking me if I beat my wife. I do
not think the effect of passing this law would be at all relevant in
that regard.

Mr. ASHLEY. Now, I did not add one more ingredient. Supposing
you were approached-and we still keep the same factual hypothesis;
that is, that the volume would be tenfold in terms of your participa-
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tion with the Arab venture as contrasted with the Israeli. But, and
suppose you-here is the new factor-suppose you were approached
by someone in the Arab League and they said: "Look, your transac-
tions with Israel are a matter of record; you must choose between
doing business with the Arab country or the companies in Israel."
Would you like to be barred by law from choosing in favor of the
Arab transaction ?

Mr. DREYER. The answer is a very clear and emphatic "No." But I
completely lose the relevance to thie subject under discussion. I do
not see that the law is going to do that.

Mr. ASHLEY. The amendment that we are addressing our attention
to reads as follows:

Such rules and regulations shall prohibit, in furtherance of the policy set forth
in the last paragraph of section 2, the taking of any action, including the fur-
nishing of information or the signing of agreements, by domestic concerns en-
gaged in the export of articles, materials, or supplies, including technical data,
from the United States which have the effect of furthering or supporting the
restrictive trade practices or boycotts fostered or imposed by any foreign country
against another country friendly to the United States.

My thought is simply when we say "any action," that decisions, on
the hypothetical situation I described, would constitute an action and
would, therefore, be prohibited by law.

Mr. DREYE.R. I see your point very clearly now. I think the record
has been clearly established by testimony of other gentlemen here that
this has not been the effect. Companies such as Hilton, Sheraton,
Goodvear--I do not remember all of them off the top of my head-
have all refused to give the statement to the Arab countries and are
continuing to do business there. So this refusal as a matter of law
would not bar anybody from doing business in the Arab countries.

Mr. ASHLEY. I am not talking-let's strike out the language that
has been relating to the furnishing of information. Then we find that
the amendment reads as follows:

Such rules and regulations shall prohibit, in furtherance of the policy set
forth in the last paragraph of section 2, the taking of any action by domestic
concerns engaged in the export of articles, materials, or supplies, including tech-
nical data, from the United States which have the effect of furthering or sup-
porting the restrictive trade practices or boycotts fostered or imposed by any
foreign country against another country friendly to the United States.

Now, my point is that regardless of the furnishing of the informa-
tion, if somebody were to approach you representing the Arab League
and say, "You make your decision as to where you wish to trade; if
you trade with Israel, then forget the order which was tenfold in vol-
ume, because we will not have this." Now, do you want to be barred
by law under these circumstances-and again I say this has nothing to
do with the furnishing of information. They have just said to you,
"You make your choice." Do you want to be barred by law from
making that choice ?

Mfr. DREYER. The answer is "No."
Mr. ASHLEr. Then you would suggest a change in this language?
Mr. DnrIER. I still do not see the relevancy.
Mr. GLASSER. Mr. Chairman, may I respond to that ?
Mr. ASHLEY. You certainly may.
Mr. GLASSER. I think that the proposal in itself would be an illegal

proposal. To begin with, an American company that would be trading

231



REGULATION OF EXPORTS

with the Arab bloc, and with other countries as well, has nothing in
common in trade with the Arab countries and, say, with Israel and
Greece or any other country. I think it would be highly improper for
a particular company to say that the price of doing business with us
is an abstention of business with somebody else.

Mr. ASHLEY. There is nothing in American law that prohibits this,
isthere, Mr. Glasser ?

Mr. GLASSER. There may not be 'anything specific in American law,
but there are some phases of the extension of antitrust activities into
the field of foreign trade which might very well run afoul of that
particular point.

But. apart from that, I think that if you start with a premise which
in itself is fallacious, you can come out to any conclusion you want.
By saying that you are denying American businessmen the oppor-
tunity of making a choice by presenting him with something which is
improper in the first instance is to create a situation where you can-
not get a responsive answer.

I think that the answer must be that if an Arab country says that
the price of doing business with us is that you cannot do business with
somebody else, a law prohibiting a response to that kind of question
does not deny the American businessman the freedom of choice. He
is being denied the freedom of choice in the first instance.

Mr. AsirLyr. I know, nobody is denying impropriety, and I did not
mean to suggest in my hypothetical question that this was a proper
thing for the representative of the country to do.

Mr. GLASSER. I think your point is that the American businessman
by virtue of the language of this bill would be denied the freedom of
choice. I sav that the question propounded to him by the Arab country
is a denial of free choice in the first instance. I do not think it is im-
proper to have this bill sav that an American businessman should not
respond to such a question on the grounds that it is a proper question
under the Constitution of this country.

MIr. AsirLEr. As I put the question, he would have the right to
refuse the offer.

Mr. GLASSER. And that. would prevent a foreign country from put-
ting that type of quest.ion to him. Yes, I think this serves the purpose
of American business.

Mr. ASHLEY. All I wanted was the sense of the business representa-
tives here as to whether or not-in the first place, I want the language
understood.

Mr. GLASSER. We understand it.
Mr. ASHLEr. I have gotten your sense, and I have also gotten Mr.

Dreyer's.
AMr. GLASSER. I do not think AMr. Dreyer quite understood the impli-

cations of the question. I think if he were to reflect on it now, he would
agree with the position I have taken.

Mr. ASHLEY. Mr. Halpern ?
Mr. HALPERN. Mr. Chairman, first I would like to express a view

relative to a point that came up earlier in the colloquy this morning,
that we cannot act to stop imnlorality when it exists in all countries.
I hope, of course, through our own standards, that we can set an ex-
ample of justice and morality for all countries. But we are not legis-
lating morality in foreign countries. We are legislating the effect of a
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flagrant case of foreign immorality on our own domestic scene. That
is within our own constitutional rights and our own obligation to do
so. I just wanted to get that point in.

I would like to direct a question, if I mav, to Mr. Rabb. Having
'been identified with the administrative branch of our Government, do
you feel that this is purely a matter of the U.S. concern for the Ameri-
can businessman and should looked at in the text of a domestic com-
mercial issue consistent with our overall national policy to promote
free trade?

Mr. RABB. I would say "definitely yes" to what you have put to me
:as a question. This is an American domestic matter, and I think that
we are beginning to lose sight of the fact that what we want to do
is to protect the American businessman from becoming involved in a
foreign economic war. He is in the middle. He is being asked for
information which, under ordinary circumstances, he would reject
without any hesitation whatsover. However, when presented with
this either lack of sophistication or fear or the rest of it, a decision is
being made for him.

I would like to tell you that the businessmen that I have been in
touch with, and there have been many big ones in this country as well
as small ones, have indicated that they want action on this amend-
ment because of American domestic policy. I can give you just
this brief statement which I have been authorized to make from For-
rest E. Behm, the president of Corning Glass International. He said
he wanted to notify me that Corning Glass Works is wholeheartedly
in support of this measure:

This bill would be an appropriate measure to demonstrate that the United
States will not condone programs where the foreign policy of any government
is pursued by threat and intimidation of private citizens of this country.

If this fact. is not overlooked we have the essence of what is involved
over here, an attempt to give the American businessman a feeling of
security that he should not be plunged in the midst of outside activi-
ties. Voluntary action on his part can be taken no matter what ques-
tionnaires are given to him. He can make the choice he wants to make.
But. if this particular bill passes, he has the answer to foreign countries
that seek to obtain from information that he should not give.

Mr. HALPERN. DO you feel, Mr. Rabb, that the excutive branch has
been effective in thwarting this boycott or that there is any hope that
it could do so?

Mr. RABB. I have a great deal of sympathy for the position of the
executive offices, because once upon a time I was involved with the
executive department. I know how concerned they must be over this
bill, because morally the advantages all rest with the bill. But they
have to try to make a stand for this position. I have great sympathy
for them.

However, I believe that this amendment should be passed and that
the administration will probably find it an advantage also if it were
to be passed.

Mr. HALPERN. DO you feel this can be accomplished without such
legislation as we seek, which has been proposed, and which this com-
mittee is considering.

Mr. RABB. I think it cannot be accomplished without this type of
legislation. This is a first step toward thwarting the boycott. Ob-
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viously, the Arab nations will go on doing what they want to do in
connection with the boycott and, of course, they have a perfect right
to pursue any policy they desire to pursue. We are talking about
what they ask of Americans and when they pressure American busi-
nessmen, it is appropriate to have the answer in the form of this bill
which will protect and safeguard American interests.

Mr. HALPERN. And you feel, do you, that the provisions of this pro-
posed amendment appropriately belong in the Export Control Act?

Mr. RABB. I have not the slightest doubt about it. This is exactly
the place where it should be.

Mr. HALPERN. Thank you, Mlr. Rabb.
I would like to direct a question to Mr. Glasser if I may, especially

since you gave such very interesting testimony this morning, mention-
ing that you do, or the firm you represent does, some trade with Arabs
and does none with Israel. Now, administration officials sav that this
kind of an amendment could hamper the U.S. trade with the Arabs.
Do you agree ?

Mr. GLAssER. I do not think that it will hamper trade with the
Arab countries at all. All that it will do will be to prevent them from
asking questions that they should not be asking in the first place.
They trade with us because it is a matter of convenience for them to
trade with us. If it continues to be a matter of convenience for them
to trade with us, they will continue to trade.

AMr. HALPERN. I feel the same way, Mr. Glasser, but I wanted to
hear an expression. If anybody else has any views on that particular
subject, we would certainly welcome hearing from them.

Now, I have one other question to direct to the entire panel-
MIr. GErrxYS. Would the gentleman yield ?
Mir. HALPERN. Yes.
Mir. GE'rrs. Would that not be true whether this legislation is

passed or not, Mr. Glasser ?
Mr. GLASSEn. That it is a matter of convenience for them to trade

with us ?
Mr. GEmrYs. Yes, and if it is a matter of convenience, that they will

continue to trade with us.
Mr. GLASSER. I think it is not a question so much of whether they

will continue to trade with us as a matter of their convenience. I
think it is also a question of what type of difficulties and problems do
we create for the American businessman, what kind of handicaps do
we let him be subject to, and our own principles, as I said in my state-
ment a little earlier today, our own principles upon which we operate.

Mr. GErrTYs. Would you not just ignore the questionnaires and in-
formation queries and if it is convenient for them to trade with you,
they will trade with you ?

Mr. GLASSER. I do not think we can run that risk.
There was a statement that I heard which I would like to repeat.

It had to do with the question about people doing things voluntarily.
Someone once commented that the man who walks the gangplank with
a sword at his back voluntarily jumps into the water. The point is
that he really does not have much choice, does he, and his decision to
jump is predicated upon a lack of other alternatives.

I think in this particular sphere, a company that would answer these
questions, merely acting on the premise that they have nothing to
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lose because they really do not buy anything in Israel; they do not
have any stock m an Israel company, and they do not do any of the
long list of things which appeared in one of the letters; this company
is happy to foster an environment which someday might create the
very kind of situation they would like to avoid.

Mr. GETrs. Are you doing business with Arab States now?
Mr. GLASSER. We would not complete any such certificate.
Mr. GErrYs. Well 2 but I want you to tell me what is the whole truth.

They are doing business with you whether you sign that statement
or not because they want to do business with you, are they not?

Mr. GLASSER. I might say, sir, that there might be an excellent
chance that after this hearing today, we might not be doing business
with them.

Mr. GE'TTS. I admire your fortitude in saying:
If you cannot do business on my terms, we will not do business with you;

we do not want you as a customer.

I think all American businessmen can say that to the Arab States.
Mr. GLASSER. I do not think we should suggest an American com-

pany to risk that they might or might not have that type of situation.
Mr. GErTYS. It is done every day in free enterprise in the United

States.
Mr. GLASSER. What is done every day in free enterprise ?
Mr. GETTYS. You say if you are going to trade with so and so, I am

not going to trade with you.
Mr. GLASSER. We have never been faced with that situation. We

have never been told by anyone that the price of trading with them
is that we should not trade with somebody else.

Mr. GETTYS. Well, I certainly have been.
Mr. GLASSER. I would say that we have been more fortunate than

you.
Mr. MASTERS. In the Sherman Antitrust Act, article II, it states

that any conspiracy in restraint of trade with any foreign nation-
I am not reading it entirely-is criminal and illegal.

Mr. GrTTYS. Then we do not need this legislation.
Mlr. MASTERS. I believe this legislation is needed, sir, to avoid har-

assment, I know of a company which had sold successfully to both
Israel and the Arab states and wants to continue doing so. But in
one of its contracts, it was faced with the Arab questionnaire which
that company would have liked to have been able to send back. Under
this legislation, it could have sent it back. However

Mr. GErrYS. Would the Arab states still do business with him ?
Mr. MASTERS. If their competitors also were sending it back, they

might-
Mr. GETrrs. You are not under the conception that this bill will

let the United States say, the Arab states do so and so, so we have to
comply ?

Mr. MAsTrERs. Yes, Mr. Gettyvs; but I got. the feeling you felt it
would not make much difference if this bill were passed or not, and I
wanted to show you a case where I think it does.

This company went ahead, not caring to risk losing this big con-
tract, and signed this affidavit. But by signing the affidavit, they were
prevented from licensing in the future any of their products in Israel.
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It also restricted them in case they wanted to work on a contract inl
Israel which would involve some sort of an investment there.

You see, by signing this affidavit that they send you, it puts you in
a real bind.

Mr. GETYBs. I do not see why you would bother to sign it.
Mr. MASTERS. Well, sir, you are in business to try to do as much

business as you can.
Mr. GErrYs. And if you do sign it, you have-you know you have

agreed that you will not do business with somebody else.
Mr. MASTERS. We want our companies to do business with both

sides, sir. We have embassies in all of these countries. Our trade
should be able to follow our flag. We should have no more restrictions
on our trade than we do on our embassies.

Mr. GErrYs. You put your own restriction on it if you sign it.
Mr. MASTERS. If you sign it, sir.
Mr. GETrYs. Yes; you agree that. you will not trade with that

country.
Mr. MASTFERS. If this Congress will tell businessmen, you no longer

have to sign, and if all the questionnaires and affidavits go back, you
are going to give business great relief, sir.

Mr. GETTrYs. If the American businessman would quit signing that
thing, people have to come over. They have to have our exports. So
if the American businessman will quit signing the thing, that. solves
the question.

Mr. MASTE=S. It would be grand if everybody would quit signing it,
but when you have a $10 or $15 million contract dangled before you,.
you cannot in all honesty to your stockholders ignore it.

MIr. GEvrYs. You lead me to believe that you are doing this in behalf'
of American businessmen, but a lot of American businessmen prob-
ably are not in accord with you, because they want to sign the thing
and do business; right

Mr. MASTERS. Sir, I called perhaps a hundred businessmen in prep-
aration for these hearings, and I found not one, sir, who is not in
accord with the purpose and intent of this legislation. I found many
who, because of the lack of legislation, because of their fear of being
blacklisted, were not able to appear, did not feel in justice to their
stockholders that they could appear today.

Mr. GErrYS. I am not being arbitrary, you understand, I am just
trying to find out some things. I appreciate your very clarifying
statements.

Mr. MASTERS. I am just trying to give you an answer, sir. I did not
mean to take so much time.

Thank you, sir.
Mr. HALPERXN. Mr. Chairman, I have one additional question which

I shall direct to the entire panel.
M r. ASHLEY. I will say this for the benefit of the committee. W e

must try to expedite the questioning, bacause we have tested the pa-
tience of our former Postmaster General to the breaking point, and I
would hope that we would be able to conclude our questioning by 12 :30
or so of this panel, so that we can hear the testimony of General Day.
We shall then adjourn for luncheon until 1:30, at which time the com-
mittee will go into executive session.
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Mr. HALPERN. Mr. Chairman, I certainly want to compliment this
panel for the extremely enlightening, informative and well docu-
mented and, I hope, convincing testimony this morning. In my con-
cluding statement I would like to ask, Do any of you know of any feel-
ing among the American business community against this legislation?

(No response.)
Mr. HALPERN. Then it is safe to assume that there is no apparent

fear on the part of American business that this legislation would
seriously thwart trade relations with the Arabs, and that to the con-
trary, I gather from your respective testimonies, it could broaden the
U.S. trade opportunities.

Now, I know Mr. Rabb is beckoning and obviously has some com-
ment to make.

Mr. RABB. Congressman Halpern, the organization which I serve as
president is a clearinghouse for businessmen throughout the United
States and particularly on this one point. We have not received that
I can remember a single letter that opposed this particular legislation.
I cannot recall any conversations or discussions that we have had with
businessmen where there has been opposition voiced against this par-
ticular amendment. But I have seen and read and heard opinions
well in the hundreds to the effect that businessmen would like some
relief, and this was the form in which they would like it.

Mr. HALPFIrn-. Thank you, Mr. Rabb.
That is all, Mr. Chairman.
Mr. AStILEY. Mr. Rabb, the statement you make is very persuasive

and I agree with it. It is most understandable that tle. American
businessmen should want relief. It is your judgment. of course, that
the proposed amendment would have no ill effect upon the volume of
commercial transactions with Israel?

Mr. RABB. No; absolutely not. As a matter of fact, I think that it
would increase the amount of business transactions with Israel.

Mr. ASHLEY. The only thing that bothers me, if I may say so at this
late date, is that this mright not be the case and that as a matter of
fact, well intentioned though the proponents of this legislation most
certainly are, the effect nmiiht be adverse to Israel, and instead of sim-
ply accepting the action of this Congress, the Arab League might in
fact intensify their boycott. They might use all other available means
of securing the. information that is now produced by means of the
questionnaires and the affidavits. And were this true, and if it should
come to pass that this legislation is adopted, this indeed is the conse-
quence, then I think it would have a result that most certainly is not
contemplated by those of us who are most sympathetic to Israel and
t;o the efforts of a gallant. country to hold her head up and to grow
from infancy into adolescence and] into a fill and mnature and permla-
nent member of international society.

I would like to go for a moment to the intensity of the hatred that
has been manifested by the Arab nations and, based on the intensity
of that hatred that every day is articulated, I do find it, difficult to
believe that the Arab boycott will cease and desist or that other efforts
will not be made to secure this information so that the boycott can
continue to be implemented more severely than it is today.

Mr. RABB. Mr. Chairman, may I respond ? I must admit that what
you have said has considerable force and is very thoughtful indeed.
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The answer is not one that I can give you in a definitive way, because
-it is only a matter of judgment.

Mr. ASHLEY. It is conjectural, a matter of judgment.
Mr. RABB. It is a matter of conjecture. However, Mr. Chairman, I

have lived with this problem. I think I know the effect of it.
The greatest weapon that the Arab Boycott League has is this instru-

ment of obtaining information from Americans, from American busi-
nessmen and firms, and being able to use that information for their
own purposes. If we do not enact this into law, we are saying in effect
to the businessmen and to the Arabs, "Go ahead, you are on your own;
you answer these questions or you suffer the consequences."

There is no doubt in my mind that business with Israel will increase.
I said that what you had to say was thoughtful, it was good, and it
cannot be overlooked very quickly. But I know that from what I
have seen, commerce with Israel will increase.

But far more important than whether or not we have business with
Israel is what happens to the American businessman. That is my con-
cern. I would like business to increase with Israel and I think I said
in my statement that I would like business to increase with the Arab
countries. I do not want to have an economic war of this kind. I
think the United States will benefit if there is increased business every-
where. But the important point for us is where does the American
businessman come out? This is not so much a matter of concern for
the State Department as it is a concern for those of us over here who
wish and desire to see to it that we do not have undue pressures brought
to bear on American persons and firms who do not know what to do
under the circumstances. They have not the guidance of such hear-
ings as these.

There are thousands of these questionnaires that go out, and some-
times in ignorance, sometimes in fear, sometimes in desperation, they
are answered and from that, the attempts to block trade take place.

I do think that trade with Israel will increase and I know your con-
cern for it is very deep. I have known this over a great many years.
But I am even more concerned about the question of the American
businessman and the fact that we are permitting to continue in this
day and age a pressure upon a large segment of our population, a
pressure which involves us as the result of the actions of one foreign
country against another friendly country.

Mr. ASHLEY. There has been testimony before this committee that
no other country at which the boycott is aimed-that is, not Israel but
the other countries doing business with Israel-has enacted any legis-
lation. There has been testimony from members of this panlel that
as a matter of fact, the instrument that has been used to stiffen the
backbone of the business community, if you will, has been the actions
of national chambers of comnnerce in other countries. VWhat is your
suggestion, it seems to me, is that we can make it much easier for the
American businessman to make a decision that you and I may think
is the moral decision if this legislation is enacted. But do we really
need legislation so that the American businessman is spared the dif-
ficulty of making a moral decision ?

Miss Bramlette made the decision, Mr. Dreyer made the decision,
others of you made the decision.
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Mr. RkBU. This is not the first time that an attempt has been made
to present legislation that would help people make a moral decision. I
think there is a long history on that score. It is true, there are some
people who will stand up and be counted. But we, in effect, must
recognize that American businessmen have a fear and are concerned.
It may not be the most noble thing in every instance, but it is a fact.
And when they can lean on a law like this that does not take the prob-
lem of choice away from the American businessman-and when they
can say to people who ask them and who pry into business by way of
a questionnaire, "I am sorry, we have a law which does not permit us
to do this," they have an answer. If they then want to do business, that
is up to theml and they can do so on the basis of a voluntary decision.

Mr. ASHLEY. Mr. Cabell
Mr. CABELL. I have several questions, Mr. Chairman, which I shall

propound rather briefly and I trust that the answers will be equally
brief.

Mr. Fain, are you aware of the fact that the U.S. Government today
is requiring certificates of origin for goods coming from 14 friendly
nations to ourselves?

Mr. FAIN. Yes, sir; certificates of origin are a common practice in
international trade and for laudable purposes. But these are positive
certificates of origin, stating that these goods originate in or are made
of a product of such and such a country.

Mr. CABELL. And those certificates of origin deal with third-party
countries also?

Mr. FAIN. Yes, sir. But they are positive certificates, not negative.
Mr. CABELL. Miss Bramlette, have you made any attempt to do busi-

ness with Arab States?
Miss BRAMLErrE. No.
Mr. CABELL. Have you anticipated that you would do business with

Arab States ?
Miss BRAMLErrE. No; not yet. But I would like to have the op-

portunity to do so.
Mr. CABELL. But insofar as you are personally concerned, you have

suffered no deleterious effects from this other than the shock you re-
ceived when you got the questionnaire?

Miss BRAMLErrE. As far as I am personally concerned, I have not.
But I do have a moral obligation to the people who do not have the
opportunity to come here or who do not know how to come, or who
do not know what to do. I did not sign that letter. I did not answer
it, because I do not think they should ask personal questions.

Mr. CABELL. You are to be commended for so feeling.
Miss BRAMLErImE. May I make another personal remark?
Mr. CABELL. Certainly.
Miss BRAIrLETrE. I import these knit suits to my showroom in Dal-

las. They bear the label "Suits from Israel." I only sell wholesale to
stores. Many of my buyers are Jewish buyers, and they come in and
buy from me partially because they are interested in imports from
Israel.

Now, that is one thing. Anything that touches our pocketbooks--
Mr. CGABELL. Are you wearing a sample of your merchandise?
Miss BRAMILETE. I say anything that touches our pocketbooks, we

are very much concerned about.
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· I think we are abetting and abiding that hatred when we give way
to these Arabs like we presently do.

Mr. CABELL. Thank you, Miss Bramlette.
Mr. Dreyer, in your testimony, you stated that you have certain

licensing agreements for your product, that you retain the right to
choose your customers on whatever basis you feel is right or in your
best interests. You tell your customers, well, I cannot sell you because
I have an exclusive licensing agreement with someone else. Would
you like to see anything done that would prohibit a continuation of
your licensing agreement which gives you absolute decision as to
with whom you shall do business?

Mr. DREYER. Mr. Cabell, I am glad you asked that question. Fac-
tually, in none of our license agreements, and we have had seven of
them in existence, do we limit our licensees to where and to whom
they sell. We feel this is a matter of principle.

Mr. CABELL. They buy your product. Then they have to buy your
product exclusively. They cannot buy a competitive product or a
similar product that might interfere with your volume. Is that not
correct.?

AMr. DREYER. It is a quid pro quo. We give them certain things
and they give us certain things.

Mr. CABELL. Exactly.
Mr. Jacobson, if I have understood your testimony correctly, you

made reference at one time to the Arab States as hostile states, am
I correct in that
· Ar. JACOBSON. That is correct.
-Ir. CABELL. Has there been any official designation by our executive

department that Arab States are hostile ? Have we broken off diplo-
mat ic relations with them ?

Mir. JACOBSO'N. I would offer, sir, that if the Arab States are friendly,
I do not need enemies.
· Ar. CABELL. I would agree with that, but I am talking about official

designations, sir, just to clear the record and not leave a false impres-
sion. Is there any official designation in our archives, regardless of
what our personal opinions are? Is there an official designation
stating that the Arab States are hostile to the United States ?

D)o not give me your opinion, because it is the same as mine. I am
talking about the legal question.

Mr. JACOBSON. So far as I know, no. But may I add, sir, that it is
perfectly obvious, as you indicated, that when the Arab bloc is friendlv
to the Communist bloc, I must infer they are not our pals.

Mir. CABELL. I have one other question. This is a hypothetical
situation wherein we enact this amendment. The Arab States pub-
lish a statement of policy to the effect that anyone with whom the Arab
States do business, it is understood that they are not doing business
with the State of Israel or such other state as they might name: they
say, we reserve the right to make individual exclusions to those conm-
panies with whom we have to deal. Do you realize, sir, that. under the
terms of this, any man who sold or offered to sell goods to the Arab
States would be in violation of this, whether he was selling to anyone
else or not, that by performance or willingness to perform, he has auto-
matically acceded to the terms of that, and then, the net effect would
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be to decrease materially trade between the Arab States and the United
;States ?

Mr. FAIN. Mr. Cabell, that is a very strong point, and I think I am
going to shock you by my answer.

Mr. CABELL. I am not easily shocked, Mr. Fain.
Mr. FAIN. If the wording of the bill presently is such that that is

its interpretation, then I would recommend, and I think Mr. Ashley
was indicating this before, that such wording be changed so there could
-not be such interpretation.

Mr. CABELL. The purpose of that was to emphasize the very, very
fine point the chairman has made.

Mr. FAIN. I appreciate your bringing it to the fore in such a dra-
matic way. I am sure it is not the intention of any of the 10 of us at
this panel to bring about the hypothetical situation which you have
Just described.

Mr. CABELL. We do not want a "cure to this cancer that will irritate
rather than sooth."

Mr. FAIN. Certainly.
Mr. CrELL. Thank you, gentlemen, and lady.
Mr. AsImLEY. That is a pretty good question, Mr. Cabell.
Mr. McGrath ?
Mr. McGRATH. Thank you, Mr. Chairman.
I want to commend AMiss Bramlette and the gentleman here. I

-!link their testimony has been very helpful. I am very happy to see
so many witnesses from the great. Garden State of New Jersey.

Some contention has been made that the United States is neutral in
this dispute and that we should remain so. I would like to look at that
contention for a minute.

Mr. Jacobson mentioned the amount of money we are spending on
-our subsidies for our merchant marine, and Mr. Fain commented on
page 6 on the quantitative results of the Arab boycott, that shipping
lines are required to run double routes to the Middle East.

Does anybody have an opinion as to whether or not this results in an
increased cost to the American taxpayer ?

Mr. MAsTERs. I think it does. As I understand how, for instance,
the American Export Lines, which is one of the principal American-
flag carriers involved here, handles the problem, the ships that touch
'aifa do not go to the Arab ports, and the ships that go to the Arab
ports do not go to Israel. But they have enough of a fleet there that
they can route their ships so they do not call at both on the same
voyage.

Mr. MCGRATH. Now, I am fascinated by the copy of the invoice that
Mr. Fain supplied to us from Westinghouse Electric International
.Co., which shows products manufactured in America, sold to and
shipped to another company in America, with this stamp on it, that
neither the goods nor services enumerated in the invoice are of Israel
origin or contain any Israel materials. I can see why Westinghouse
Electric Co. miglt want to stamp that on one of their invoices: it is a
cold business deal. But do anv of these documents, these invoices,
these certificates, proof of export, or any other documents with this
type of stamp, are any of them received by officials of the U.S. Gov-
ernment and processed, to your knowledge?
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Mr. FAIN. They must be, sir. The document in question, of which I
am holding a copy, has a brief statement at the bottom that the country
of ultimate destination is Egypt. That is the reason why.

The letters of credit themselves spell out the certificates which must
appear on the invoices and on the bills of lading.

And in all of the letters of credit such as this one that I am holding
here, or these here, or any of these that I am holding in front of me,
these specifications must appear.

Mr. McGRATH. And they are actually received, I take it, by the
Department of Commerce?

Mr. FAIN. Now you are getting into the technical question, Mr.
McGrath, of how documents travel. They are processed through the
ports and they are fairly open to everybody. They are not confiden-
tial documents.

Mr. McGGRATH. That question should properly be directed to the
Department of Commerce, I suppose.

Now, one other question that I have in connection with this invoice
is this particular one that relates to flanges, price $180.80, certified
that the material is not of Israel origin. Take a hpyothetical case
where whatever-say they are steel flanges, I do not know. But sup-
pose the steel is available from an Israel company at a lower cost than
from any other suppliers. Does that mean that Westinghouse Electric
could not buy the steel from an Israel company and pass the saving
of price on to American customers ?

Mr. FAIN. It does mean that, Mr. McGrath, unless the company
involved was willing to sign an affidavit which was not a true affidavit.

Mr. iIcGR THi. Thank you very much.
Mhr. ASHLEY. MBr. Jacobson, we shall be happy to hear further from

you, although I must say we have just about exhausted our time.
Mr. JACOBSON. Could I have just 30 seconds to respond to one thing,

the question you made about morality ?
lar. ASHLEY. Yes.

Mr. JAcoBsoN. As a trade union leader I have too often seen where
the moral businessman makes a moral decision and suffers, and the
immoral, acquisitive businessman makes an immoral decision and
benefits. I would submit that the passage of this amendment might
reverse that situation.

MIr. ASHLEY. I want to thank you, gentlemen and Miss Bramlette,
for your appearance this morning and for the very splendid, coherent,
intelligent testimony which you offered.

Thank you very much.
Mlr. HALPERN. If I may, MIr. Chairman, as the ranking minority

member of this subcommittee, I wish to commend the chairman for
his fair conducting of these hearings and the members of the committee
for their patience and for the very, very enlightening colloquy which
has taken place between the witnesses and the committee.

Again, I want to complement this very, very fine panel. It. is an
excellent cross section of American viewpoint, and I believe you have
done a remarkable job.

In my view, the public testimony before this committee has effec-
tively refuted the contentions of the State Department and Commerce
Deparl-ment spokesmen.
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I just want to repeat one point, that we have no right to legislate
against a foreign country which restricts the commercial undertakings
of its own nationals. There is no argument here. But foreign en-
tities lack the power to curtail or otherwise regulate the commerce be-
tween American and third countries in time of peace, and this is pre-
cisely what the amendment embodied in this legislation--this proposed
legislation-seeks to rectify. I just wallted to emphasize that point in
concluding these hearings.

Again Twant to thank the panel and certainly wish to commend the
chairman for his fine conducting of these hearings.

I want to ask unanimous consent, if I may, because of the want of
time, to insert additional comments for the record.

Mr. ASHLEY. Without objection, you certainly may.
(The comments referred to follow :)

CLOSING REMARKS OF HON. SEYMIOUR HALPEIRN, A REPRESENTATIVE IN
CONGRESS FROMI TILE STATE OF NEW YORK

In my view, public testimony before this subcommittee has effectively
refuted the contentions of State Department and Commerce Depart-
ment spokesmen.

Our commercial policy toward Cuba, Red China, and other terri-
tories is fundamentally different from the boycott applied to third
countries by the Arab League States. We do not impose sanctions
or punitive actions. We may seek voluntary compliance, but we do
not regulate or interfere with the commerce of foreign firms and third
parties.

The boycott against third parties is an unwarranted infringement
upon the sovereign prerogative of each State to regulate its own com-
merce.

We have no right to legislate against a foreign country which re-
stricts the commercial undertakings of its own nationals. There is no
argument here. But foreign entities lack the power to curtail or other-
wise regulate the commerce between America and third countries in
times of peace. And this is precisely what. the amendment, embodied
in my bill H.R. 4361 and other bills, seeks to rectify.

Secondly, I would like to add that. the Arab boycott is not princi-
allyv an economic tool, applied for economic reasons. Though it is

inherently injurious to American trade dealings, it is an attempt to
implement foreign policy by economic means. Again, this is the
right of any foreign government; but I do not think American na-
tlona]s should be placed in the position of abetting the policy of for-
eign governments, or of having their valid commercial interests hin-
dered by arbitrary and essentially irrelevant considerations.

This amendment will effectively counteract the onerous effect of
boycotts on American commercial enterprise. No American firm
should be put in the position of determining its trade activity with a
friendly power on the basis of arbitrary restrictions imposed from an-
other quarter.

We are dealing here with the rights of American nationals, and
their Government's capability of representing their interests. Can
we suppose that dubious short-term diplomatic chance overrides this
primarv cause? I think not.

48-042---465 17
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A point was raised as to whether this amendment sets foreign
policy. It is often difficult to draw a clear line, for often, if not al-
ways, international economic dealings relate intimately to foreign
policy. In a very real sense, the Nation's commercial policy is its
foreign policy, and vice versa; it is important not to confuse the is-
sue by theoretical suppositions.

The fact is that the Arab States require from private American
firmnns the adherence to boycott methods, and the boycot is an eco-
nomic instrument in the service of political objectives. Because this
arbitrary practice inhibits trade and investment which American
firms seek to engage in, we can legislate against the boycott as it af-
fects them; it is not within our jurisdiction to determine the course
which the Arab States may choose, but it is most certainly our
prerogative to protect or otherwise legislate for American nationals
who are burdened or hurt by the commercial policy of another state,
especially when that policy is contrary to the norms and usages of
accepted practice.

Thpis amendment is crucial, and I believe testimony delivered be-
fore this committee has asserted its validity.

Mr. ASHLEY. Thank you again, gentlemen.
General Day, we are happy to have you with us at this time. We

are honored by your coming and waitin'g 21/2 hours. If you have any-
thing to add to what has been said here, I know we are going to be
much interested. I realize that the testimony you will offer this com-
mittee will be on another aspect of the Export Control Act that is
under consideration by this committee, so we shall be pleased to have
you proceed in any way you see fit.

STATEMENT OF 3. EDWARD DAY, COUNSEL FOR AMERICAN
WALNUT MANUFACTURERS ASSOCIATION

MBr. DAY. I will make it very brief, and I will relieve those who may
still be in the room by telling thein I do not represent the Arab
League. However, I am glad I have heard this testimony this morn-
ing, because, while I am not familiar with this other controversy, the
intense controversy that I have been interested in for a long time in-
volving the walnut veneer business has a remarkable coincidental simi-
larity to what has been talked about, here in that the State Department
has been telling us they do not want to do certain things because it
might possibly hurt, the feelings of somebody in some other country,
even though there is no indication that anybody in those other counl-
tries has complained.

Now, this is an excellent room in which to talk about. the subject be-
cause you have some of the most beautiful walnut and walnut veneer
one can imagine in here.

This is an absolutely unique product, walnut veneer, because black
walnut grows only in North America. Nearly all of the top quality,
veneer quality walnut, grows in the United States and principally in
the Central States.

It is fast disappearing. It will all be gone in about 7 years. Wre, for
21/2 years, proceeded before the Department of Commerce with the
most extensive documentation to explain to them that this was a clear
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case that came under the short supply provisions of the Export Con-
trol Act. The very first words of the Export. Control Act which the
Department of Commerce is asking to have continued, the very first
words are "certain materials continue to be in short supply."

If there was ever a material that was a classic case, that fits exactly
into that, it is walnut because the walnut such as you see in these
panels is undoubtedly from trees that. were at least 60 to 80 years old.
It takes that long to grow a walnut tree of veneer quality. It. is dis-
appearing rapidly, largely because of the fact that exports in the last
10 years of this unique American product have increased by 1,600
percent, from about 1 million board feet in 1955 to about 16 million
in the current rate of export.
* Now, the Department of Commerce, in February of 1964, agreed

that this did fit under the Export Control Act and they imposed a
very modest quota on exports. They allowed exports to continue to be
over seven times what they had been in 1955 and that program con-
tinued until last February, and suddenly, to our complete amazement,
as one of the first acts of the new Secretary of Commerce, he allowed
these controls to expire and we have been unable to get a hearing from
the Department of Commerce on all of the new reasons that they
have dreamed up as to why they should not apply this act.

The short supply provisions of the Export Control Act are very
simple. They just have two standards in there. If there is an
abnormal export drain and if it causes an inflationary impact-these
are the only two tests that are in the statute. The Department of
Commerce admits that those tests are met here, that there is an ab-
normal drain, that the price continues to go up, but they brought in
everything that you can think of but the kitchen sink as to why they
should not apply this law. They brought in things about Appalachia,
they brought in things about balance of payments, which are just
1,000 percent wrong because this export drain has a very bad effect
on balance of payments.

You can, for example, take a log that would sell for $200 in export,
,take 3,000 square feet of veneer off of it and put it on Hammond
chord organs, and it will involve about $25,000 worth of export
value when it goes abroad, because walnut is just as popular abroad
as it is in the United States, and it is by far the most popular furniture
wood here.

Now, if the committee were not so pressed, I could easily produce
a panel as distinguished and as highly articulate as you heard this
morning of people from the furniture industry, the plywood industry,
the organ industry, the piano industry, all of wbhich have taken strong
stands in favor of the application of this law. The Department. of
Cormerce told us, and I want to tell you about what has happened
in the last few weeks on this, and the record that is available in the
congressional world-the Department of Commerce refused to grant
us a hearing.

We went to Senator Hartke and he tried to get a hearing for us
and when the Department refused to give it, he had a hearing before
the Senate Commerce Committee in order to try to get all the facts
on the record. And Secretary Connor said before that committee
that his Department was not set up to hold a hearing on this subject,
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that the congressional committee was the best place to hold a hearing.
He used the words:

It is a more appropriate forum, before a congressional committee.

So we had 2 days of hearings at which there were several dozen
witnesses, including 10 Members of Congress from both sides of the
aisle-Senators Hartke and Bayh testified and Robert Kennedy sent
a statement, Senator Dirksen came over and testified, Senator Hicken-
looper, Senator Miller-a number of others-all in favor of the re-
imposition of these controls.

Even before that record was completed, and it is not even now in
print, the Department of Commerce stated that they were not going
to do anything different. Even though they based a lot of their argu-
ment upon the General Agreement on Tariffs and Trade, the GATT
agreement, and they were told by Senator Monroney and everybody
that talked about it at the earlier hearing that their use of GCTA'T
was, to use Senator Monroney's words, "as phony as a $3 bill." There
is an absolute parallel here to what you are hearing this morning.

The State Department has said, "We cannot do this because of
GATT." You say, "Why can't you do it because of GATrFr" The
answer is that some other country might possibly complain. "Well,
these were in effect for a year. Did anybody complain?" "No, no-
body complained, but somebody might."

Well, actually, there are 21 other countries who are members of
GATT who have exactly the same kind of controls on valuable hard-
woods. They usually have complete embargoes. We only ask for a
quota.

Now, it would take me hours, gentlemen, to tell you all of the high
points of the documentation that we have already submitted to prove
conclusively that this fits exactly into the Export Control Act. We
hoped that without having to take the time of this committee, the
Department of Commerce and the State Department would see on
the basis of this elaborate record that the controls should be imposed.
But they have said no.

We are proposing an amendment which is a very short, clear-cut
amendment. It is set out in a prepared statement which I will ask to
have included in the record, and it is simply for the purpose of saying
that the Export Control Act means what it. says, and apply it in a
situation where there is a short supply item. The Department is not
applying these short supply controls to any item at the present time,
although they did apply them very recently to sugar, and it was no
more a short supply item than water.

They applied them to used steel rails. Well, we were not going to
run out of used steel rails, but we are going to run out of walnut.. Wre
are going to run out of it in 7 years, and it affects scores of small
businesses, little people who have worked on this thing for years trying
to show that they come under this act.

Secretary Connor himself testified that most. of the people hi the
furniture industry want these controls.

That is, very briefly, gentlemen, my message, and I appreciate the
opportunity to appear before you.

Mr. ASHLEY. We appreciate very much your appearing before this
subcommittee, General Day.

Without objection the full statement of General Day will appear
after the remarks he has just concluded.
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(The complete statement follows:)
STATEMENT BY J. EDWARD DAY, COUNSEL FOR AMEBICAN WALNUT MANUFACTURERS

ASOCIATION

THE WALNUT LOG SITUATION

On November 29, 1961, all the major manufacturers of walnut veneer in the
United States made application under the Export Control Act for relief from
excessive drain of the diminishing supply of walnut logs and the resulting infla-
tion in prices.

At a hearing before the Department of Commerce and in subsequent supporting
submissions over a period of 2% years, the veneer manufacturers showed con-
clusively that the statutory requirements for relief under the statute were met.
Black walnut grows only in North America and the best quality growth is in the
eight Central States. The applicants showed that because of heavy demand for
this precious, slow-growing wood, particularly for export, the supply would be
entirely exhausted in about 7 years.

On February 14, 1964, the Department of Commerce imposed export controls,
limiting the export quota to 7.3 million board feet a year and conditioning the
continuance of the controls after 1 year on reduction of domestic use.

On February 12, 1965, the Department announced that the controls would not
be continued.

THE STANDARD USED BY THE DEPARTMENT

In discontinuing controls the Secretary did not deny that the conditions speci-
fied in the act were met. In fact, his February 12 statement recognized that
consumption in 1964 exceeded growth by "more than 10 million board feet, or
approximately two-thirds more than the total amount of new growth."

It also recognized that "the prices our domestic users pay for walnut logs have
continued to advance."

Nonetheless the Department refused to apply the act despite the fact each of
the required conditions is present.

Instead, the Secretary in his February 12 statement injected into the act var-
ious extraneous and additional conditions which are not in the statute.

These were:
1. Supposed effect of controls on aid to the Appalachian program.
2. Alleged need for compliance with a specific target of domestic conser-

vation.
3. Supposed effect on balance-of-payments problem.
4. Alleged feasibility of shifting to other woods.
5. Alleged requirements of GATT.
6. Detriment to log growers and exporters.
7. Failure of controls as a "domestic price control measure."
8. Lack of danger of "extinction" of walnut.

That is a clear error of law. It is the duty of the Department to apply the
law as written and not to rewrite it. The U.S. Supreme Court long ago laid down
the rule that when Congress has specified standards as to when a law should be
applicable, an executive department may not substitute different standards of
its own (Merritt v. Welsh, 104 U.S. 694).

The Secretary's February 12 order says that reduced domestic consumption
of walnut is a necessary condition to export controls even aside from GATT.
But there is nothing in the Export Control Act about domestic conservation.
The Department of Commerce is not a conservation department nor is it the
Forest Service. Secretary Connor in his February 26 letter to Senator Hartke
says authority such as that possessed by the Office of Price Control or the Var
Production Board would be necessary to accomplish necessary domestic con-
trols. This is a legally untenable position. There is nothing in the Export Con-
trol Act which even hints at requiring domestic controls in a proven short
supply situation.

PAST USE OF THE ACT

During the period after passage of the act, and particularly during the Korean
emergency, hundreds of items were placed under export controls. These in-
cluded such nonstrategic items as rayon, woodpulp, hog bristles, and rice.
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Since the Korean emergency, the following items have been subjected to short
supply export controls:

Commodity: Time period
Gamma globulin ---_---------------. July 9, 1953, to Dec. 22, 1955.
Mercury ____________--------------- June 5, 1954, to 4th quarter. 19.55.
Polio (Salk) vaccine---------------- Apr. 13, 1955, to Nov. 10, 1958.
Rerolling, relying, and used steel rails_ 4th quarter, 1956, to 4th quarter. 1958.
Influenza vaccine (Far East Asian) __. Aug. 15. 1957, to Apr. 2, 195S.
Beet and cane sugar _______________- June 27, 1963, to Oct. 15, 1964.
Walnut logs, bolts, and hewn timber___ Feb. 14, 1964, to Feb. 13,1965.

There was, of course, no danger of' immediate or permanent disappearance of
the supply, for example, of used steel rails. However, there was abnormally
heavy export demand and the Department of Commerce quite properly imposed
short supply controls.

In the case of sugar. there was not even any appreciable amount of exports.
.However, the Department of Commerce thought there might be an abnormal
drain from exports and the short supply controls were imposed.

STANDARD IN THE ACT

The act specified two tests for determining when the short supply I)rovisions-
of the act are to be applied. These are as follows:

1. "excessive drain of scarce materials"; and
2. "inflationary impact of abnormal foreign demand."

The act does not say the Secretary of Commerce "is authorized" to impose
the short supply controls when these conditions are met. It says. "The Congress
declares it is the policy of the United States to use export controls" when the.
conditions are met. [Emphasis added.]

NON STRATEGIC ASPECT

In his February 26, 1965, letter to Senator Hartke about this subject. Secre-
ta rV Connor said:

"Our export control laws are today maintained primarily to regulate trade
in strategic materials."

In the Department's February 12 release discontinuing export controls, walnut
wvas referred to as a "nonstrategic item."

In 1962, Congress passed a bill continuing the Export Control Act in force.
At that time the Senate Committee on Banking and Currency said in its report
on the bill:

"The act is not limited to strategic materials or to critical material or to
essential commodities. It will support a total embargo or the mildest of restric-
tions. The requirements of foreign policy, national security, and domestic
shortages are the only tests."

It is thus perfectly clear that the short supply provision of the Export Control
Act applies to nonstrategic materials.

PROPOSED AWMA AMENDMENT

The American Walnut Manufacturers Association urges adoption of the fbI-
lowing amendment to the Export Control Act:

"SEC. 2. Section 3 of the Export Control Act of 1949, as amended, is amended
by adding at the end thereof the following subsection (d):

"(d) The authority conferred by this section shall be exercised with respect
to any materials or commodities which are in short supply or in danger of be-
coming in short supply (i) in all cases where it is determined by the President
that there is excessive drain and inflationary impact due, to a substantial degree.
to abnormal foreign demand, (ii) without consideration of other policies or
standards not set forth in this Act, and (iii) without regard to whether such
materials or commodities are essential or critical or have significance to the
national security. In addition, the standards set forth in this Act shall in any
case be deemed to be met and the authority conferred by this section shall be
exercised whenever (i) exports of such materials or commodities by volume. as
shown by the latest government figures or reasonable estimates, are at least five
times greater on an annual basis than they were in 1955 and (ii) a substantial
number of other nations impose government controls or embargoes on exports.
either in processed or unprocessed form. of such materials or commodities or of
materials or commodities reasonably comparable thereto."
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PURPOSES OF AMENDMENT

The purposes of this amendment a-re as follows:
1. To make it even more clear that short supply controls should be im-

posed when the conditions set out in the act are met and without con-
sideration of extraneous conditions not set out in the act.

2. To provide that the act is applicable not only where the materials are
in immediate short supply or in danger of extinction, but also where they
are in danger of becoming in short supply.

3. To provide that the act is applicable where the excessive drain and
inflationary impact are due to a substantial degree to abnormal foreign
demand.

4. To make it even more clear that the short-supply provisions of the act
are properly applicable to nonstrategic materials.

5. To specify that the standards for short-supply controls are met where
there has been a rapid increase in exports and other nations have imposed
controls on exports of the material.

The proposed amendment should aid in correcting the seemingly rigid and
unsympathetic attitude of some Department of Commerce officials toward the
short-supply provisions of the act. It would, in effect, direct the Secretary not
to concern himself with whether he approves of the congressional policy set out
in the short-supply provisions of the Export Control Act but to confine himself
to seeing if the clear conditions set out in that act are met.

THE GATT SITUATION

The Department of Commerce has seriously misconstrued the bearing here
of GATT, the General Agreement on Tariffs and Trade.

The Department of Commerce has reported that 21 countries which are con-
tracting parties to GATT have in effect embargoes or controls of exports of
valuable hardwoods (Congressional Record, Feb. 18, 1965, p. 3105).

One subsection of article XX of the GATT agreement, subsection (g), pro-
vides that any restrictions on international trade in an exhaustible natural
resource should be made effective only in conjunction with restrictions on domes-
tic production or consumption. That subsection has in fact been fully and
completely complied with here by the shift, pursuant to urging of the Depart-
ment, to cutting thinner veneer. On June 24, 1964, the Department issued a
release headed "Department Urges Use of 1/36-Inch Walnut Veneer." Prior to
this release a high Commerce Department official encouraged the veneer manu-
facturers to compromise on 1/32-inch veneer, but the manufacturers, despite
objections from their customers, adhered to the 1/36-inch thickness in order to
carry out their part of the agreement with Secretary Hodges. The Department
admits there has, in fact, been a shift to thinner veneer.

But subsection (g) is only one of a number of subsections of article XX. In
addition, and this has been completely ignored by the Department's written
decision, there is another separate, completely independent subsection of article
XX of GATT which permits export controls on short-supply items without any
restrictions of any type on domestic production or consumption.

This subsection, which is (j) is as follows:
"* * * nothing in this Agreement shall be construed to prevent the adoption

or enforcement by any contracting party of measures:

"essential to the acquisition or distribution of products in general or local short
supply; provided that any such measures shall be consistent with the principle
that all contracting parties are entitled to an equitable share of the international
supply of such products, and that any such measures which are inconsistent with
the other provisions of this Agreement shall be discontinued as soon as the con-
ditions giving rise to them have ceased to exist. The organization shall review
the need for this subparagraph not later than 30 June 1965."

This subsection was reviewed and retained for 5 more years by action of the
contracting parties to GATT at Geneva on March 15. 1965.

This subsection is entirely separate from the provision in subsection (g) and
stands on its own feet. The GATT organization has its own authority and
procedure for interpreting and enforcing provisions of the GATT agreement.

If GATT, which is only an executive agreement and not a treaty, presents any
problem here, and it does not, the GATT organization can be asked for an in-
terpretation instead of stretching GATT to, in effect, repeal a vital part of an
act of Congress.
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The Department's insistence here on a strictly limited and Impossible domestic
quota is not justified to any degree by the provisions of GATT. This has been
recognized by the Department in the past. There was no domestic control im-
posed in connection with the recently expired export controls on sugar. We can-
not find where GATT requirements have even been mentioned by the Department
of Commerce during the entire period since the Export Control Act was enacted
when it has imposed short supply export controls on scores of items. GATT dates
from 1947 before the Export Control Act became law. This sudden extreme and
unrealistic reliance on GATT to defeat export controls in the walnut situation
is but the leading example of many examples of the Department looking for
excuses for not applying the Export Control Act short supply provisions to
this clear-cut case.

CONCLUSION

From my year and a half of close association with this problem I have observed
that some Department officials have shown a decidedly rigid and unsympathetic
attitude toward the short supply provisions of the Export Control Act. They
have shown a definite tendency to look for excuses for not applying these
provisions.

Various ones of these officials have also shown open dislike for formal hearings
and lawyerlike proceedings in pursuing this complex matter. Early this year the
Department has even refused a hearing on our urgent request to reinstitute con-
trols. This attitude is particularly unfortunate since proceedings under the
Export Control Act are by law exempt from the Administrative Procedure Act.
But the fact our chances for court appeal are restricted should not give the
Department license to ignore the clear applicability of the Export Control Act,
to inject without warning the requirement that the commodity be strategic, and
to graft imaginary requirements onto GATT. Even though the Administrative
Procedure Act is for some reason not made available here, we should as a matter
of minimum fairness have been allowed to be heard in a Department hearing
before the references to the nonstrategic aspect were unexpectedly and unjusti-
flably interjected here; before irrevelevant references to Appal-achia were inter-
jected; before completely inaccurate references to balance of payments were
interjected; before completely unrealistic references to shifting to other woods
were interjected. On each of these points there was no warning and no chance
for rebuttal.

This issue is of vital interest to scores of small businesses. Secretary Connor
himself has stated that most of the people in the furniture industry favor export
controls on walnut logs.

Secretary Connor has said that the more appropriate forum for a hearing on
this subject is before a congressional committee because the Department of
Commerce is not equipped to conduct the necessary hearing.

It is hard to imagine a factual situation to which the intent of short supply
provisions of the Export Control Act are more clearly met. We, therefore, re-
quest adoption of an amendment which will correct the Department's misinterpre-
tation of the act.

Mir. ASHLEY. Mr. Halpern ?
Mr. HALPERN. I have no questions, Mr. Chairman. I do wish to

commend General Day for giving a very interesting and, I believe, a
very convincing statement.

Mr. DAY. Thank you, AMr. Halpern.
Mr. ASHLFY. General, the position of the Department of Commerce,

as set forth in the testimony of Secretary Connor before the Senate
Committee on Commerce on March 31 of 1965, appears to be that there
should be an equitable sharing of the burden of conservation as be-
tween sectors of American business; namely, of course, between our
domestic users and our exporters. He indicated that there was a
rather considerable discrepancy in the treatment of the export sector
and presumably, this was what he sought to cure by the action which
was taken.

What would be your comment on that
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Mr. DAY. That reference to the equitable treatment is picked up
from a subsection of article 20 of the GATT Agreement. We believe
that the Department of Commerce and the Department of State have
completely misinterpreted that subsection (j). That subsection is set
out m my statement.

It seems to us very clear that the reference to equitable treatment
means that we must be equitable as among other countries to which
exports are going, that we could not, for example, have export control
and say, "We will not send any walnut any place except to Germany,
or we cannot send any walnut any place except to England." That is
all that means.

Mr. ASHLEY. I know, too, what it says, but he does not cite GATT
as the basis for his action. He does not use that as the touchstone for
the conservation measures which he feels should be equitable as be-
tween the import and export sectors of our American business. W71hat
he seems to be talking about, as I get it, is simply the problem of con-
servation of walnut which is being used in substantially greater volume
than it is being grown.

Mr. DAY. That is correct.
Well, to answer to that, Mr. Chairman. One, no such point has ever

been made so far as we can determine by careful research in export
controls on any other item previously. There was never any reference
in connection with sugar, in connection with used steel rails, in con-
nection with hog bristies, in connection with all kinds of other things,
that there had to be some kind of a domestic conservation program.

Now, the domestic conservation program is fine and we agree with
it. What we did was go the limit as far as what the industry could
do voluntarily. American walnut veneer had always previously been
cut at one twenty-eighth of an inch. We went to one thirty-sixth of
an inch, even though it was hard to sell to some of the customers of
the industry. That was the very maximum that could be done within
the law because of antitrust reasons. We obviously could not get to-
gether and limit the use and limit the supply.

So after a year of us having gone along with this thinner thickness,
with great turmoil and change of our techniques and so on, the Depart-
ment of Commerce said, "Well, you have not saved enough, domesti-
cally". There is nothing in the Export Control Act about domestic
conservation. It is very clear that if an item is in short supply and
there is an abnormal export drain and it is causing an inflationary
impact on that product, the law fits. All these other things have been
dragged into the act by the Department, and if it were not for the
particular way this act is drafted, I think we would have an excellent
case in court.

But this act specifies that the Administrative Procedure Act is not
applicable, and we do not have any record. Because most of this has
been by informal negotiations. We do not have a hearing record of the
Department of Commerce even talking about most of these points.

So the reference to equitable, I think, is completely taken care of
by the fact that the amount to be allowed for export is seven times
what it was in 1955, and all of the normal exporters of walnut had
plenty of walnut to export under this very large quota.

Mr. ASHLEY. According to his testimony, and speaking of the sever-
ity of this, he states that exports were cut back by 51 percent by the con-
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trol in 1963 figures while domestic consumption dropped by only 21
percent in 1963-64.

Mr. DAY. Domestic consumption has only gone up about 300 percent
during the time that exports have gone up about 1,600 percent, so there
was not the same play in there to make the reduction. But we did
achieve a reduction of an estimated 5 million board feet per year by the
measures that we took. iWe shifted to the one thirty-sixth of an inch
veneer and, unbelievable as it sounds, a few months later, the Depart-
ment of Commerce suggested through one of their high officials that
we ought to ease that up and go to a thicker veneer of one thirty-
second.

Well, we felt that the agreement and the arrangement as set out
in the export control order was we should make the greatest reduction
in thickness we could. We stayed to the one thirty-sixth, and lo and
behold, come February of this year, they said we did not make a big
enough reduction, even though they had invited us to increase our
thiclkness.

Mr. ASHLEY. As a lately distinguished administrator, General, what
would be your thought about the notion that decisions of this kind
should apparently be made as a part of the discretionary authority of
the Secretarv of Commerce ?

Mr. DAY. ~Tell, lr. Chairman, I am very glad you asked that, be-
cause I think that where a statute sets out the standards and those
standards have been specified by Congress, normally if a department
exercises discretion on the basis of entirely different standards that are
nowhere in that act, you have a clear right to go to court and get the
department. reversed. Because I do not think it is the position of any
department to rewrite the law and sav thev do not. like the standards
that Congress put in there, so they have a whole new bunch of stand-
ards that they never gave the industry a chance to even comment on or
talk about. A lot of these things that they brought into their state-
ment in support of taking off the controls, we haven't even heard them
mentioned before.

They said, for example, "Well, it is going to be easy to shift to other
woods."' That was a perfectly ridiculous statement because walnut
is overwhelmingly the most popular furniture wood. If we send it all
over for people in other countries to put onto their furniture, it is going
to have a very adverse effect on balance of payments.

So a lot of our difficulty here is because we do not have any practical
means of going to court to test the basic question of whether the De-
partmclt can iloore the standards in the act and bring in some new
standards that are not in there at all, that we never heard of.

Mr. AsiHLEY. Of course the Congress, in enacting the Export Con-
trol Act, did vest authority with the Secretary of Commerce to make
determinations as to short supply, which was one of the three princi-
pal areas in which the act is directed. I cannot help but be sympathic
on the basis of your very persuasive testimony to the situation of those
whom you represent.

On the other hand, I cannot help but foresee that consideration to
enactment of amendments such as you bring before us would tend to
set a precedent whereby the Congress would-be the court of last resort,
*and perhaps it should be, for industries that have been adversely affect-



REGULATION OF EXPORTS 253

ed by the authority exercised by the Secretary of Commerce pursuant
to thle mandate of Congress.

Mr. DAY. If this were a completely discretionary power such as a
statement that it should be done on convenience and necessity, or one
of these generalized statutory areas of discretion, it would be different.
But this is one where there are two tests set out. They are both met,
there is no doubt about them being met. There is nothing in this
statute about Appalachia. We are all for Appalachia, but why they
drag that in here, it is completely improper.

I am sure if we could take this thing to court, it would be reversed.
So we have no place to come except you gentlemen. We have been
working on this--our law firm that I am now back with have been
representing this association for many years, and I followed this
thing for a year and a half. I found a strange feeling in the people
in the Department of Commerce that they do not like this short supply
provision in the Export Control Act, that they do not like hearings.
One of them said to me that he doesn't want to have a lot of hearings
"with a lot of court reporters and lawyers and so on.

Well, how are we going to tell our story ? Every time we come up
with an answer to something, they have a new reason that nobody
ever heard of as to whv they should not apply this law.

We were told that the commercial standards which are adminis-
tered by the Department of Commerce were going to be changed.
'That was right in their order of February 1964, commercial stand-
ards were going to be changed so that one thirty-sixth inch should be
the new standard. It was never changed. That is something with-
in the jurisdiction of the Department of Commerce.

It is really very mysterious to me why they are so anxious to keep
from applying the clear provisions of this law, except. for the fact,
and I am sure that is what is behind it, this basic State Depart-
ment feeling that we might hurt the feelings of somebody in some other
country. But nobody in any other country has complained. I have
checked that out verv carefully.

Mr. ASHLEY. The principal objection seems to come from the De-
partment of Commerce, at least insofar as this subcommittee has been
able to determine.

I am interested-this is my final question-in the extent to which
-your association has been given an opportunity to be heard. I would
certainly think that if Congress is going to delegate authority which
is meant to be exercised pursuant to certain rules and regulations and
standards, the affected industries should certainly be given an oppor-
tunity, not as a matter of grace, but as a matter of right, to come in
and present their story and their figures. So I would like your
,comment, General, on just what your experience has been.

Mr. DAY. We have not had a hearing on these points that have
been raised most recently by the Department. During two and a half
years previous to February 1964, there were many meetings with
the Department of an informal nature, negotiations, furnishing ap-
plications, amendments to applications, supplemental material, and
:so on. And as a result of all that the Department did impose the
,controls. They put in this domestic limitation or goal and they put
in the export quota.
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Now, we hoped and expected that this would be a continuing pro-
gram because the problem was getting worse all the time. But
there was a complete change of point of view when the new Secretary
came in. This was one of his first acts, to wipe this thing out.

We immediately asked for a hearing, and it was denied to us twice.
We have not had 1 minute of hearing over there at the Department on
discontinuance of controls. A number of Members of Congress tried
to get a hearing, were unable to get the Department to give one, and
Senator Hartke expressed considerable annoyance at the fact that his
committee had to conduct the hearing.

And when he said that to Secretary Connor, Secretary Connor said:
You are the better place to conduct a hearing. We are not set up to conduct a

hearing of this kind.

Now, I do not understand that. They have rooms and they have
court reporters, and they have a place where people can come and
both sides can be heard, and if they want to say, "You can shift to
other types of wood," we have all kinds of witnesses that can prove
that is ridiculous. But we never heard the point until Secretary
Connor's announcement came out.

Mr. ASHLEY. Mr. Mize ?
Mr. MIZE. No questions.
Mr. ASHLEY. Mr. St Germain ?
Mr. ST GERMAIN. How do the growers feel about this ?
Mr. DAY. Walnut is unusual in this respect. They are divided.

Walnut is not grown in large groves. because it requires open areas,
lots of light, and it usually grows around in farm lots. Usuallv a
farmer will have a few trees on his farm lot. Most of them take the
viewpoint of "kill the goose that laid the golden egg," cut down the
trees right now wherever they go.

But they are a very small part of the commercial aspect of this. The
farmer gets his trees that have been growing there on his farm lot for
60 or 80 years, he gets them cut down, and he gets something for a one-
shot thing.

Mr. ST GERMAIN (presiding). In a word, what you are saying is
that there are no professional growers'?

Mr. DAY. Practically none.
Mr. ST GERMAIN. As a result, the manufacturers sort of control the

price that they are going to pay ?
Mr. DAY. Well, it is a highly competitive price situation, because

there is a very large amount of export and was under the quota, and
there is a great deal of price competition among the veneer cutters,
because there are enormous differences in quality. They probably
would shop around to 50 different trees before they would find them of
the quality that would produce veneer such as you see on these panels
in thlis room.

Mr. ST GERMAIN. Tell me, how many manufacturers do you repre-
sent in submitting this statement?

Mr. DAY. We represent all of the domestic manufacturers, which
are about 20.

MIr. ST GERMAIN. I would imagine they are engaged in the manu-
facture and processing of other woods than walnut. Is this not a fact ?

Mr. DAY. Most of them are, yes, but walnut is a big item with all
of them.
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Mr. ST GERMAIN. What I am getting to is the fact that, say 7 years
from now, if we are out of walnut, will people employed in these
plants continue to work on other woods?

Mr. DAY. If I had several hours and could produce some of the ex-
perts, that is a surprising point. It would seem that way but, actually,
walnut is much easier to work than other woods. It requires much
less finishing and polishing to make it into furniture quality, and we
have statements from a number of small furniture concerns that, if
they did not have walnut to process, they would not be able to stay
in business because it is so much harder and requires so much more
elaborate machinery to do a proper job.

Mr. ST GERMAIN. It probably would require more employees?
Mr. DAY. These are smaller concerns. The furniture industry is

rather unusual in the respect that it still has hundreds of very small
concerns that are able to compete with the giants. The furniture in-
dustry is overwhelmingly in favor of trying to save the walnut.

Mr. ST GERMAIN. For domestic use
Mr. DAY. Yes.
Mr. ST GERMAIN. Because the profit is better ?
Mr. DAY. Yes.
Mr. ST GERMAIN. Now, the Export Control Act. I think the pur-

pose of this is to conserve items that are important to our economic, do-
mestic economic well-being. I would imagine it is also important to
our defense setup and what-have-you. I am wondering, it seems to
me that walnut, from your testimony, is so expensive that it is a luxury
item, so to speak.

Mr. DAY. No; the walnut veneer is such a small part of the total
value in a piece of furniture that it has very little to do with adding
to its cost. It has gotten so thin that it is almost like a paint on the
outside of it. But it makes furniture more desirable and more salable.

But the cost of the veneer in a piece of furniture is not more than
2 percent of the total retail price of that piece of furniture.

Mr. ST GEruAIN. Nevertheless, as you say, it makes it more attrac-
tive?

Mr. DAY. Yes.
Mr. ST GERMAIN. And therefore, I think you would essentially clas-

sify it more as a luxury item than a necessity of life ?
Mr. DAY. That is true, but there is nothing in the act which says that

in order for the short-supply provision to apply, it must be a strategic
or an essential item. That has been covered in previous reports of the
committees in acting on previous extensions of this law. There is a
separate provision for strategic items.

Mr. ST GERMAIN-. As a concluding question, I personally, as a mem-
ber of the subcommittee, would like to be convinced of the necessity for
such an amendment for public conservation of this walnut and, to be
very frank with you, I have not heard anything to this point that
convinces me it is necessary for us to amend tihe act in order to conserve
walnut. I think it is very attractive, very beautiful, and so forth, but
if it were to have an adverse effect on our economy, on our business, if
it means the loss of the jobs if we run out of walnut, that, to me, would
be important.

Mr. DAY. If we were asking that an Export Control Act be enacted,
then I think that that type of question would be very important, as to
whether we prove enough social need for having such a law on the
books. But the law is on the books. It is to be continued, so far as we
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understand, and we have tried very hard through normal channels to
get the law applied as it reads.

I do not think that a department should be able to completely ignore
what a law says just because they may have some other preferences.
I think the policy has already been set by the fact that a law has been
enacted, and we fit clearly under the words that set out that policy.

Mr. ASHLEY (presiding). Mr. GettysI
Mr. GLrrrs. I have no questions, Mr. Chairman, except one whichl

I would not think pertinent or germane.
General Day, I wondered, what is your position on the restoration

of the twice-a-day mail delivery to residential areas?
Mr. DAY. I think it would be a good idea if there were enough

money to do it.
Mr. ASHLEY. Mr. Cabell ?
AMr. CABELL. NO questions, but I would like to acknowledge one of

my constituents, even though he is not a taxpaying or voting con-
stituent; I am glad to have him here.

Mir. ASHLEY. General Day, the committee appreciates very much
your testimony. We are most obliged to you for the time that you have
given us and for being so patient. We are sorry that the previous wit-
nesses, who contributed much to our hearings, did take time whici.
required that you delay your presentation.

Mr. DAY. Thank you, sir.
AMr. ASHLEY. If there are no further questions, the subcommittee-

will stand in recess until 1:30, at which time we shall go into execu-
tive session.

(The following information was submitted for the record:)
CHICAGO, ILL., May 20, 1965.

CHAIRMAN, SUBCOMMITTEE FOR INTERNATIONAL FINANCE,
Raoyburn Building, Washington, D.C.:

Hope for favorable action from you and your committee in reporting out the
pending bill for foreign aid.

Rabbi BENZION C. KAGANOFF,
Presidtrnt..

Rabbi MORDECAI SIMON,
Executive Director, Chicago Board of Rabbis.

CHICAGO, ILL., May 20, 1965.
CHAIRMAN, SUBCOM MITTEE FOE INTERNATIONAL TRADE,
Rayburn Building, Washington, D.C.:

On behalf of my colleagues and the chairman of our board of directors, Mr.
George D. Sax, we would strongly urge that you and the members of your
Committee for International Finances report favorably the bill pending before
your committee relative to foreign aid. We feel that it helps not only the better-
ment of underprivileged countries, but also the citizens of the United States in
their export of our products to these areas in that way improving our deficit
of gold reserves.

MILTON J. SILBERMAN,
Vice President, the Emchange National Bank of Chicago.

GREAT PLAINS WHEAT, INC.,
Garden City, Kans., May 21,1965.

Hon. WRIGHT PATMAN,
Chairman, Banking and Currency Committee,
House of Representatives,
Washington, D.C.

DEAR MB. PATMAN: In connection with the extension of the Export Control
Act of 1949, H.R. 7105, presently before your committee, we respectfully recom--
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mend that a clear indication be given by the committee that this law is not be
interpreted to include cargo preference shipping requirements in the issuance of
export licenses for dollar sales.

The United States has been making vigorous efforts to bring its balance of
payments into line. In this connection, it is clearly in the interest of the United
States to expand hard currency export sales of farm commodities, particularly
those in surplus supply. Increased exports offer the most promising solution to
problems associated with our excess capacity to produce basic farm commodities,
especially wheat.

Nevertheless, we are failing to take advantage of large opportunities in this
field. In the fall of 1963, wheat sales to the Soviet bloc were declared "in the
national interest." However, such sales were partially blocked by requirement
that 50 percent of the cargo be carried in vessels under U.S. flag, despite the fact
that rates for U.S.-flag vessels are much higher than those of other shipping
nations. This shipping requirement was attached to the issuance of special
licenses by the Office of Export Control of the U.S. Department of Commerce.
Such a requirement had never before been attached to a strictly commercial
export transaction.

Only through extraordinary efforts was it possible to export about 75 million
bushels to Russia and other East European nations-far short of the planned
purchase of 150 million bushels.

Thus. while wheat exports to the Soviet bloc have been declared "in the national
interest," there is real doubt as to whether we are, in fact, implementing this
policy. If we are not fully competitive on price, including shipping costs, then
it is quite obvious that we still lack a resolute purpose in carrying out stated
policy.

In the last several months, the Soviet Union has again purchased substantial
quantities of wheat from Canada. Australia. and France. For example. during
the week of February 5. Russia bought 27.5 million bushels of wheat from Aus-
tralia for $1.781/4, United States. a bushel. delivered to the Siberian port of
Nahadka. At the same time, the Russians could have bought U.S. wheat off our
Pacific coast for $1.757/s. United States, per bushel. delivered to the same port
in foreign-flag vessels. Thus. we had a 2:s-cent-per-bushel price advantage if
competitive shipping could have been used. The Russians did not, however, buy
wheat from the United States because the required use of U.S.-flag shipping
drastically increased the price of our wheat delivered to their port. U.S. "tramp"
shipping rates on grain cargoes are generally about twice as high as foreign-flag
rates.

We believe that Under Secretary of Agriculture Charles S. Murphy correctly
assessed the economic results of this shipping requirement in his testimony
before the Senate Banking and Currency Committee on March 16. Mr. Murphy
said:

"The actual effect of this requirement is * * * not to provide additional business
for the U.S. merchant marine * * * but to prevent U.S. longshoremen. U.S. ex-
porters, and U.S. farmers from having employment and earnings that would
otherwise accrue. The adverse effect of this one requirement on the U.S. balance
of payments might well be in the range of $100 million a year."

Noncompetitive shipping requirements attached to export licenses are a very
serious impediment to our wheat exports, and we hope that you and your com-
mittee can assist in their removal. This requirement is yielding the U.S. iner-
chant marine precisely 50 percent of nothing, since it will block all commercial
sales to which it is attached.

We want to make it abundantly clear that we are interested in the maintenance
of a substantial merchant fleet. We realize that this cannot be done without
the use of subsidies or their equivalent. Our point is that cargo preference is not
the way to afford this assistance.

Sincerely yours,
HOWARD W. HARDY, President.

(Whereupon, at 1:10 p.m, the subcommittee recessed to resume in
executive session at 1:30 p.m., the same day.)
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